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In the Record 


Exporters Denounce New Controls 


Reports from manufacturers regarding their sales 
abroad make optimistic reading. But a majority of 
these manufacturers are pessimistic about the imme- 
diate outlook. New export licensing controls are pri- 


marily responsible for this attitude. The great ma- 


jority of exporters surveyed question not only the 
need for additional controls at this time but regard 
those which have been adopted as “unworkable,” 
“impracticable,” and “easily subject to abuse.” Argu- 
ments for and against these new controls appear on 
page 106. 


What’s Happening in Textiles? 


When an industry’s postwar export splurge begins 
to taper off and the home market’s appetite is less 
ravenous, the industry must learn to live in a new 
economic environment. And that is what is happen- 
ing in textiles. How the textile industries deal with 
the challenge could well be the tipoff on how the rest 
of business will react to the inevitable meeting of 
supply with backlog demand. An over-all survey of 
the present position of the weathervane textile group 
will be found on page 114. 


By Leaps and Bounds 


Some nineteen million persons were added to the 
world’s population in 1946, and the prospects are for 
even greater increases in the future. However, the 
increases will not be spread evenly throughout the 
world. Some areas, in fact, seem likely to taper off 
or even start declining in the near future. But the 
plusses may continue to outweigh the minuses for 
some time to come. A general history of population 
trends and some projections for the future can be 
found on page 117. 


A Rare Bird 


Is equity capital becoming as extinct as the dodo 
bird? Is the current complaint about the shortage of 
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equity capital justified? Have institutional changes 
occurred in the process of saving which make it diffi- 
cult for firms to secure “risk capital”? For a picture 
of the long-term growth of institutional or “sheltered” 
savings in relation to private gross capital formation 
turn to page 119. 


How Fare Machine Tools? 


The machine tool industry plays a cardinal role in 
our highly specialized economy. Besides being used 
in the manufacture of capital equipment, machine 
tools are also indispensable to the mass production of 
automobiles, washing machines, and numerous other 
consumers’ goods. During the latter part of the war, 
machine-tool builders were expressing grave concern 
over gloomy postwar prospects for the industry. But 
how has it actually fared since V-J day? The prob- 
lems faced by the industry are examined on page 121. 


Who Will Pay for Your Old Age? 


Looking at present sums in the old-age and sur- 
vivors’ trust fund, it is hard to believe that outgo 
will exceed income within two decades and that some- 
time after that the general taxpayer will be called 
upon to help pay for old-age and survivors’ benefits. 
Yet this will be the case if the present payroll tax 
schedule remains in effect. For a review of alterna- 
tive methods of financing a retirement program and 
insight into current thinking on the problem see 
page 123. 


Leads and Lags Again 


Can past experiences throw any light upon the pos- 
sible effects of the February break in commodity 
prices? Wholesale prices of farm products have shown 
no distinct tendency either to precede or follow the 
peaks of the business cycle in the past. Neither has 
the index of all wholesale prices. But what about 
other series? To check on prices, production, and 
finance, turn to page 130. 
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Survey of Business Practices: 


Exporters Opposed to Licensing Controls 


OREIGN sales of the majority of manufacturing 
exporters participating in this month’s survey of 
business practices have continued at high levels, with 
an upward trend often in evidence. A number of 
manufacturers, however, report considerable shrink- 
age in export shipments. They generally attribute it 
to shortage of dollar exchange, import restrictions of 
foreign governments, and, in a few cases, to increased 
foreign competition. These factors have caused some 
manufacturers to focus their sales efforts upon new 
territories. The most frequently reported shift in 
foreign markets is away from sterling countries. 
Manufacturers find the immediate outlook for for- 
eign sales further clouded by the recent introduction 
of a new set of licensing controls by the Department 
of Commerce. Most exporters are strongly opposed 
to these new controls and question the need for ad- 
ditional restrictions at this time. Even among the 
minority who believe that some degree of regulation 
may be necessary there are many who are skeptical 
as to the efficiency and effectiveness of the new rules. 
In particular, the price provisions are regarded as 
impractical and as giving undue authority to Office 
of International Trade personnel. The ninety-day 
license period is frequently regarded as too short, and 
generally it is feared that inordinate delays in the 
issuance of licenses are inevitable. Consequently, 
many fear that the OIT will be bogged down with 
paper work and that export trading will suffer. More 
serious consequences are looked for by a few produc- 
ers who fear that losses may be more than temporary, 
while some others speculate as to whether the new 
controls are a forerunner of still broader regulations.' 


TREND OF SALES 


Generally, the demand for American goods abroad 
continues strong. Among the major factors prevent- 
ing fuller realization of this demand are the inability 
of foreign consumers to obtain the necessary import 
licenses or dollar exchange and a shortage of goods 
in the United States. For a minority of the manu- 
facturers included in this survey these factors have 


14 Senate subcommittee on exports has been appointed whose 
primary task is an investigation of the Office of International Trade. 
Hearings are now being held in Washington and will extend to other 
cities. In addition, hearings are under way on the Ploeser bill which 
is sponsored by the House Small Business Committee. The bill would 
eliminate from Public Law 395 those provisions of Section 3b which 
authorize the use of price criteria as a major factor in determining 
the granting of export licenses. 


resulted in a downturn in export shipments. In some 
cases the drop has been severe, particularly when an 
important market was largely shut off through the 
imposition of a quota or an embargo by a foreign 
country. The European Recovery Program is ex- 
pected to ease the exchange problem for countries 
participating in the plan. A few of the producers re- 
porting a downward trend in exports attributed this 
development to increased foreign competition and to 
high domestic prices. In the case of one durable goods 
product, for example, production in England and on 
the Continent has reached a point where these foreign 
producers are able to make quicker deliveries than 
producers in the United States. 

There continue to be, however, numerous examples 
where foreign consumers must turn to the United 
States if they wish to obtain certain products. Thus, 
a chemical producer attributes his record-breaking . 
export demand to the fact that this country is still 
the only major source of supply. Similarly, a hard- 
ware manufacturer believes his high export demand 
reflects the elimination of Europe as a producer. 

The manufacturer’s own limitations on foreign 
shipments are sometimes the chief regulator of sales 
volume. This is particularly true of certain durable 
goods. Even though domestic demand exceeds cur- 
rent capacity, manufacturers are allocating a small 
amount of their total output to the export market. 
For example, a manufacturer of automotive equip- 
ment is holding export sales to 6% of his total out- 
put. Producers have spent considerable money and 
effort in organizing and staffing foreign outlets and 
believe that, from a long-term point of view, it would 
be bad business for themselves and for the country 
generally not to maintain these organizations. 


Shifts in Markets 


Numerous shifts in foreign markets have occurred 
as a result of exchange shortages, currency regula- 
tions and other trade barriers. Such shifts, of course, 
have been occurring for some time. Thus, some years 
ago a shift was evident away from the sterling bloc 
countries to nonsterling markets. A number of manu- 
facturers report a current shift from Europe to the 
Western Hemisphere. In some commodities, the over- 
all foreign demand is such that, when one market 
dries up, producers have been able to offset the 
losses by increased sales in other markets. Enact- 
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ment of ERP is expected to result in certain addi- 
tional shifts. The new export licensing regulations 
may also cause certain shifts. 


Sales Efforts 


Less than one fourth of the cooperating executives 
report any plans for increased selling efforts in for- 
eign markets at this time. The general uncertainty 
of the trade outlook which, in the opinion of many, 
has been aggravated by the imposition of our new 
export controls, is often cited as a reason for not in- 
creasing selling efforts. In some other cases no addi- 
tional effort is required as total demand is still run- 
ning well in excess of capacity. However, a number 
of manufacturers plan to step up the promotion of 
their products abroad. Some of these regard such 
additional selling effort as insurance against the day 
when domestic demand slackens considerably. These 
efforts include increased advertising appropriations, 
the opening of new outlets abroad, the expansion of 
existing outlets, and increased contact with foreign 
distributors and agents. Some plans are being held in 
abeyance pending the passage of ERP. 


NEW LICENSING REGULATIONS 

Many business executives are opposed to the new 
regulations as a matter of principle. Several manu- 
facturers found them unrealistic because of the gov- 
ernment’s failure “to consult practical men who have 
spent years in export trade.” 

It is observed that procedures for licensing the ex- 
port of commodities in scarce supply already existed. 
It is also pointed out that foreign countries have elab- 
orate systems of controls restricting the import of 
“nonessentials.” Many manufacturers regard present 
controls as sufficient, although some suggest that ad- 
ditional restrictions may be desirable on shipments to 
East European countries. 

There are numerous manufacturers who, in the 
light of previous experience, cannot see how addi- 
tional government controls can be expected to solve 
any of today’s serious trade problems. Instead, they 
believe the problems will be aggravated and that the 
only hope lies in giving the enterprise system more 
freedom by encouraging the free exchange of goods 
both here and abroad. Such conditions they regard as 
essential to the continued prosperity of this country 
and to improvement in world conditions both from 
an economic and political viewpoint. Opposition to 
the new controls is expressed not only by exporters 
who are immediately affected but also by manufac- 
turers who, because of the nature of their products 
or the location of their markets, are not now con- 
cerned. Many manufacturers with no export trade 
are also greatly opposed to these additional govern- 
ment regulations. 

Some of the severest criticism was directed against 
the use of price criteria in the licensing of exports. 


This principle was established by Section 3b of Pub- 
lic Law 395, but a majority of executives regard it as 
unworkable and impractical and easily subject to 
abuse. It is contended that OIT personnel have been 
given excessive powers which might lead to unfair 
discrimination. For many products, manufacturers 
believe that few outside of experts in the industry 
are qualified to make proper price comparisons. Com- 
ments from a machinery manufacturer typify this 
attitude: 


“Tn connection with our particular product, we doubt 
whether there could ever be any ‘official criterion’ for 
comparing prices and quality or performance. In view 
of the difficulty usually experienced by authorities even 
in our own country in determining ‘the lowest bid’ on 
public openings for equipment of the kind which we 
manufacture, we seriously question whether a govern- 
mental agency controlling export licenses could make in- 
telligent decisions along these lines by remote control. 
Such power would provide the licensing officer with 
dangerously wide discretionary powers.” (Engines and 
turbines) 


Several exporters emphasize that price is less of a 
factor in the completion of a sale than such considera- 
tions as quality, performance and special services 
both in this country and abroad. Moreover, on prod- 
ucts made to customers’ specifications, price compari- 
sons may be impossible. In this connection, however, 
some manufacturers noted that the Department of 
Commerce officials have stated that not all licenses 
granted will be solely on the basis of the “lowest price 
contracts for comparable material under comparable 
conditions of supply.” 


Administration of Regulations 

The consensus of manufacturers opposing the new 
controls is that they will not and cannot be adminis- 
tered in a simple and businesslike fashion. These 
executives make frequent reference to delays and 
difficulties encountered in the past when the work load 
was much smaller than that now created. Consider- 
able skepticism is expressed as to whether the OIT 
will be able to obtain properly qualified personnel. 
The net result is that exporters look for costly delays, 
“unjustified red tape,” and additional credit, shipping 
and import licensing problems. Scheduling of orders 
and production planning are also expected to become 
more difficult. Executives also complained of the 
additional paper work which will be entailed and the 
added cost resulting from such work and delays. 

Another frequent criticism of the new regulations 
is that the ninety-day license period is not long 
enough for many products. This time factor is of 
particular importance to producers of heavy equip- 
ment. An automobile equipment manufacturer 
claims additional time is necessary for scheduling or- 
ders for production. The observations of a machine- 
tool producer are particularly pertinent: 
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NEW EXPORT LICENSING PROVISIONS 


Export controls discussed in this survey are embodied in 
Current Export Bulletins, Nos. 431 and 434, issued by the 
Office of International Trade, Department of Commerce, 
on December 31, 1947, and January 28, 1948, respectively. 
Major provisions of these bulletins and other related 
regulations are as follows: 


Bulletin 431: Announcement of new export licensing policy 
effective January 2, 1948. 
The historical method of issuing export licenses in 
effect since the beginning of controls during July, 1940, 
is rescinded. The selection of the licensee is governed 
by two broad principles: ‘First, the approval of those 
export shipments which the Office of International Trade 
and the importing government find make the least demand 
upon the latter’s limited supply of dollar exchange; second, 
the approval of those license applications which are accom- 
panied by evidence of the lowest price contracts for com- 
parable material under comparable conditions of supply.” 


Public Law 395: Authorizes the use of price criteria. 
Section 3b of the statute, approved December 30, 1947, 
states that the President “is authorized to use price criteria 
in the licensing of exports, either by giving preference among 
otherwise comparable applications to those which provide 
for the lowest prices, or, in exceptional circumstances, by 
fixing reasonable markups in export prices over domestic 
prices.” 

Bulletin 434: Reclassifies destinations into two new country 

groups. 

“A. On March 1, 1948, validated licenses will be required 
for the exportation of all commodities to destinations 
in Europe and certain contiguous areas. This action 
will enable the Office of International Trade to pro- 
gram exports of commodities essential to the economic 
recovery of Europe, to restrict exports of commodities 
of a nonessential character, and to provide adequate 
export quotas. Shipments of commodities which can- 
not be included within the programmed exports deter- 
mined under this procedure will be considered for 
licensing on a hardship basis. 

“B. In order to implement this program, all destinations 
are reclassified into two new country groups to be 
designated as “Country Growp R” and “Country 
Group O.” All European destinations and certain 
areas contiguous thereto are included in Country 
Group R. 


“The export regulations which become effective March 
1 make it practically impossible for us to enter a contract 
for delivery of a machine in a foreign country. We build 
special machine tools and cannot start work on them 
until orders are received from our customers. Deliveries 
run from ten to fourteen months. A ninety-day export 
license as set up in the present regulations is of no use 
to us.” 


Another difficulty foreseen is that the time period 
for the export license may not be concurrent with 
the time limit for import licenses and letters of credit. 
Some executives fear that the import licenses and let- 
ters of credit may have expired and that difficulty 


“C. All commodities, including those not on the Positive 
List, will require a validated license for export to 
destinations in Country Group R, except as provided 
in Part F [several exceptions are noted]. However, 
only those commodities included in the Positive List 
will require a validated license for export to destina- 
tions in Country Group 0. 


Licenses authorizing the exportation of commodities 
which are not on the Positive List will be issued for a 
validity period of ninety days from the date of valida- 
tion, unless otherwise stated on the face of the license. 


“E. The provisions of Current Export Bulletin, No. 431, 
relatiwe to the licensing of commodities for export 
apply only to those commodities included in the 
Positive List; if they are made applicable to any 
commodities which are not on the Positive List, 
announcement will be made in subsequent bulletins.” 


The Positive List. Established in September, 1945, it is the 
basic list of commodities the export of which to any destina- 
tion (except Canada) requires a validated license. 


“D. 


Number of Schedule B Classifications 
on Positive List 


Number 
January: 15 LOT Sree dion «ieee canes es 635 
April ClON I as scan Cingement ase sree cee 515 
duly 1, VO47.. “OL pr seen emer Aas are hae 375 
Octobertil; 1047. {cities aac eon eee 352 
January 1/1948 ...%..) terrane oe cere 386 


Export Control Objectives: Objectives of export controls 
have been stated by officials as follows: 


A. To protect the domestic economy from an unwar- 
ranted drain of scarce commodities; 


B. To assist this country in the discharge of its inter- 
national responsibilities by means of a pattern of 
international distribution of exports designed to 
support and promote our foreign policy; 


C. To conserve limited dollar exchange available to 
foreign nations and to combat inflation both here 
and abroad by favoring exports made at the lowest 
price; and 


D. To restore a greater degree of competition in foreign 
trade. 


may be encountered in obtaining a renewal. In any 
event, additional work would be entailed in obtain- 
ing a renewal, not to mention the risks and potential 
losses. One executive observes that the Department 
of Commerce has stated that it would “issue export 
licenses without waiting for evidence that an import 
license has been obtained at the other end.” However, 
it appears that manufacturers generally would be re- 
luctant to schedule orders without clearance at both 
ends of the deal. 

Because of the delays and difficulties foreseen as a 
result of the new regulations, the majority of execu- 
tives fear that export trade may suffer a temporary 
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setback. A few believe that this setback may be more 
than temporary. One manufacturer, for example, es- 
timates that the decline will run from three to six 
months because it will take that long before OIT 
administration “bugs” are ironed out. As previously 
noted, a few manufacturers are marking time in re- 
gard to increased selling efforts abroad until the full 
impact of the new controls can be better appraised. 
Some executives even suggest that the foreign trade 
‘field may become so much more complex and opera- 
tions more costly that there will be little incentive to 
continue in the export field. The number of execu- 
tives who suggest they might voluntarily withdraw 
from the field of foreign trade, however, is very small. 
In many cases, a “normal” volume of exports makes 
the difference between profitable and unprofitable 
operations. 


Non-European Countries Next? 


Many executives are wondering whether the licens- 
ing regulations will be extended to cover exports to 
non-European countries, particularly South America. 
Considerable fear was evident that this may be a 
natural development. A manufacturer of communica- 
tions equipment foresees extensions along the follow- 
ing lines: 

“As procurement for countries adhering to the Marshall 
plan increases under the impact of funds to be made 
available therefor by Congress, present scarcities will 
force the inclusion of additional commodities in coun- 
tries now included in Country Group O, and gradually 
the announced policy of the department can only tend 
toward placing all exports on an individual license basis. 
Quite apart from the fact that this will tend to strangle 
private enterprise and result in a dangerous unjustifiable 
encroachment by the government on the activities of 
private enterprise, the procurement of competent per- 
sonnel required to process export applications will be- 
come an almost impossible task.” 


It is contended that under the present regulations 
an export sale could be made to South America where 
no licenses are required for items not on the positive 
list and that the products might then be channeled 
to Europe. These executives speculated as to the 
effectiveness of present controls if such back doors 
to Europe exist. 

A few executives fear that the extension of govern- 
ment licensing might lead to a greater degree of state 
trading and that the private commercial channels 
may be gradually blocked out of the picture. How- 
ever, most of the executives do not appear to be 
greatly concerned with this possible effect of the 
regulations. They observe that in any event it is too 
early to judge. A chemical producer’s views regard- 
ing the future of private trading are as follows: 


“It is the declared policy of the Department of Com- 
merce to place as much responsibility as possible on the 


individual producer and/or exporter and there is no 
necessary reason why government trading missions should 
displace legitimate exporters. However, this danger exists. 
Here, again, we believe that it is a question of the man- 
ner in which the act is administered.” 


IN FAVOR OF CONTROLS 


The minority of business executives favoring more 
stringent export controls feel that the cost of ERP 
must be held to a minimum. They say that large 
sums of the American taxpayers’ money will be spent 
under ERP and that final contro! of the use of these 
funds must rest in this country. It is not enough to 
rely upon the foreign governments to spend these 
funds economically. Many who see the necessity for 
tighter controls or no alternative to such controls 
observe that they are not wholly in accord with all 
the regulations recently announced by the Depart- 
ment of Commerce. Thus, a steel producer com- 
ments: 


“T have contended right along that the government 
should, if it adopts the Marshall plan, exercise strict 
supervision over the quantities going to the countries 
affected and should also see to it that the prices are not 
excessive. Because it comes out of the United States 
Treasury, we are all interested in seeing that full value 
is received. We have urged, however, that export in 
any other direction be allowed to flow freely and in a 
natural competitive manner.” 


Similarly, a textile producer comments: 

“Tn our opinion there is little cause for uneasiness over 
the administration of government licensing regulations. 
It is not unlikely that the ‘fly-by-night’ exporter seeking 
exorbitant prices will be adversely affected but that type 
of operator is of no credit to American industry. 

“We are not concerned over any possibility that the 
wide discretionary powers of the licensing officer will be 
abused. We think the present regulations were set up for 
sound reasons which in this case transcend our natural 
objection to bureaucratic control.” 


SUGGESTED MODIFICATIONS 

Various suggestions have been made by executives 
which, they feel would improve the regulations and 
simplify their administration. In turn, the unfavor- 
able impact on trade would be reduced. Most of 
these suggestions have already been forwarded to the 
OIT, these exporters report. There is strong move- 
ment for the elimination of the price comparison pro- 
visions. The need for extending the licensing period 
beyond ninety days in many instances is stressed. It 
is also believed that OIT should review its thinking 
regarding a “firm order” which is now required to be 
submitted with each application for a license. Defini- 
tions of what constitutes a firm order vary widely 
among exporters. Some exporters regard an informal 
request “to buy when the market price falls within a 
given range” as a firm order. Quantity may not even 
be specified. It is also suggested that consideration 
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be given to the possibility of issuing multiple con- 
signee licenses by countries and products. 

Some decentralization of licensing authority is fa- 
vored. According to one exporter, the use of the de- 
partment’s regional office in granting licenses would 
expedite the shipments of goods abroad. Another 
executive favoring decentralization suggests that the 
exporter be permitted to bring his papers to a regional 
office and have action taken rather than be required 
to leave documents containing confidential trade in- 


1The OIT took action on this point in Current Export Bulletin, 
No. 440. 


formation. It was further suggested that the pace of 
exports could be stepped up if a comprehensive free 
list were issued along with the positive list. Another 
suggestion is that shipments to certain countries with 
controls regarded by our government as effective 
should be permitted under general license. 

Comments from cooperators grouped according to 
principal industry appear on pages 135-144. 


Henry E. Hansen 
Joun H. Watson, III 
Division of Business Practices 


Prices—A Study in Deviations 


Part II 


N Part I of this study which appeared in the Feb- 

ruary issue of The Business Record, changes in 
the wholesale prices of groups of commodities were 
related to corresponding changes in all wholesale 
prices, in an effort to determine which prices seemed 
to be moving ahead faster than prewar price patterns 
would suggest. 

The technique employed in this analysis was ex- 
plained in some detail. In Part II, prices of other 
groups of commodities are analyzed in the same way. 
The results are presented in Table 1. 

In very brief,’ the price indexes of each of these 
groups of commodities is related to the indexes of all 
wholesale prices during the period 1921-1941 to de- 
duce a generalized law of relationship technically 


1For a fuller explanation of these procedures, see The Business 
Record, February, 1947, p. 58. 


Table 2: Price Relationship Patterns 


Source: Tok ConFERENCE BoarD 


Commodity Group Period Trend Line? 
Building materials. ...... 1890-1915 | Y= .782519 X + 1.485 
1921-1941 | Y= .680517 X +33.543 
BOOds ects an Aen 1890-1915 | Y= .817997 X + 7.032 
1921-1941 | Y=1.009348 X - 3.261 
Fuel and lighting materials} 1890-1915 | Y= .872361 X -—- 5.011 
1921-1941 | Y= .894710 X + 4.761 
Farm products.......... 1890-1915 | Y=1.330642 X -21.305 
1921-1941 | Y=1.482356 X -45.025 
Housefurnishing goods...| 1890-1915 | Y= .499052 X +20.553 
1921-1941 | Y= .827421 X +20.680 
Textile products......... 1890-1915 | Y= .529411 X 421.613 
1921-1941 | Y=1.339521 X -32.348 
Hides and-leather products} 1890-1915 | Y= .967178 X — 2.872 
1921-1941 | Y= .787707 X +830.708 


1Y = Wholesale price index of commodity groups. 
X=Wholesale price index of all wholesale prices. 
In each case (1926 =100) 


TABLE 1: RELATION OF SELECTED COMMODITY WHOLESALE PRICE INDEXES TO TOTAL 
WHOLESALE PRICE INDEXES (1926=100) 


Sources: Bureau of Labor Statistics; Taz ConrERENCE BoarD 


Point Change 


Confidence Limits Percentage Price Change 


in Commodity Actual 
Commodity Group Abeocated with CorguT u ike 1939 Average June, 1946 
" Change in Value! 95 70 Average to November, N. 
Average Prices! 1947 os 
All commodities. 20:.7:0p1 oe eeeioneh aes asceomie | odesete | | Stata en) HISD ego 150.7 +106.9 +41.3 
Fuel and lighting materials............... 8.9 139.6 125, 2-154.0 | 132.3-146.9 106.9 +61.6 +34.5 
Anthracitesy 1.20. Oe dees Je 5.2 1911 105. 8-136.4 | 113.3-128.9 Ui +62.7 +16.2 
Metals and metal products............... 6.9 139.8 126.7-152.9 | 133. 1-146.5 144.2 +60.5 +35.0 
Motor vehicles, 20 cc ees. oe neta 7.6 147.1 119. 8-174.4 | 133.2-161.0 153.0 +71.6 n.d. 
Agricultural implements................ 4.2 122.3 111, 3-133.3 | 116.7-127.9 118.8 +34.2 +17.1 
Fruits and vegetables...................- 12.8a 163.0 131. 7-194. 2 | 147.3-178.7 137.1 +118.5 -0.4 
Livestock and poultry...........-<:+000%+ 11.9 157.3 127.2-187.4 | 141.9-172.7 208 . 4 +192 .2 +53 .6 
Mixed fortilizers sp occc nut tate ate tee oe 13.8 176.5 134. 4-218.6 | 155. 1-197.9 97.1 +38.1 +16.4 
Rayon i0s Raa eee bites eee 11.3ab 80. 6ac 54.4-106.8] 67.5- 93.7 36.7 +28.5 +22.5 
Cements. sorb win tite en dceenase bape 6.1 130.0 117. 8-148.2 | 125.2-140.8 114.9 +32.1 +17.5 


1Based on the average relationship between prices for the specified groups of com- 
modities and the ——— of the all-commodity index. Except where noted, the 
i on the years 1921-1941. 
ret ag was based on the years 1926-1941, 


bAfter removal of time trend. 
eTime trend as well as relationship between rayon prices and all prices takeg 
into consideration. 


n.a.Not available. \ 
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Relationship between Wholesale Prices for House- 
furnishing Goods and All Commodities 
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Relationship between Wholesale Prices for Farm 
Products and All Commodities 
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Relationship between Wholesale Prices for Hides 
and Leather Products and All Commodities 
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Relationship between Wholesale Prices for All 
Foods and All Commodities 
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Index Numbers, 1926=100 
Note: Regression line AB fitted to 1890-1915; CD fitted to 1921-1941 
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Relationship between Wholesale Prices for Build- 
ing Materials and All Commodities 
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Relationship between Wholesale Prices for Fuel 
and Lighting and All Commodities 
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Source: Bureau of Labor Statistics 
Index Numbers, 1926=100 
Note: Regression line AB fitted to 1890-1915; CD fitted to 1921-1941 


Relationship between Wholesale Prices for Textile 
Products and All Commodities 
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Source: Bureau of Labor Statistics 
Index Numbers, 1926=100 
Note: Regression line AB fitted to 1890-1915; CD fitted to 1921-1941 


known as a regression line. The slope of this line is 
shown in column 1 of Table 1. The point on this line 
representing the price indexes indicated for 1947 is 
shown in the next column. Next, “confidence limits,” 
bounding the range in which confidence with a speci- 
fied degree of assurance may be felt in the computed 
values of column 2, are shown. Then follows the ac- 
tual price index in each case. Whether the figures in 
this last column fall within or outside of these “confi- 
dence limits”—and whether they fall above or below 
these limits—is taken as determining whether any 
given group is “out of line” on the high side or the 
low side. 

In this list, only livestock and poultry appear to be 
higher than would be expected on the basis of judg- 
ment here employed, while several are definitely lower 
than this test would suggest.t 

One important question remains. Are the series 


1This list includes all of those withheld from Table 1 of the Feb- 
ruary study which appeared after full investigation to be sufficiently 
closely related to wholesale price movements to warrant inclusion. 
None in this list—and none in the list of last month—were included 
with a correlation (r) very substantially below .800. Only nine groups 
in all, iron and steel, agricultural implements, motor vehicles, cement, 
anthracite, mixed fertilizers, livestock and poultry, meats and shoes, 
were found with coefficients lower than .800, the lowest in the list 
being .657 in the case of motor vehicles. No other coefficient was as 
low as .700. The differences in the closeness with which the two 
series are related in the period 1921-1941 is, of course, one of the 
factors which determine the size of the confidence intervals. 
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now out of line to be regarded merely as temporarily 
high or low—and presently to revert to their older re- 
lationship to the index of all prices? Or are these de- 
viations likely to prove the forerunner, or a sort of 
advance notice, of a new relationship in a basically 
different postwar economy? 

Of course, no definitive answer can be given to 
these questions, but some interesting light is thrown 
on them by an analysis of what occurred during and 
after World War I. Unfortunately, price indexes in 
the detail later developed are not readily available for 
a long period prior to World War I, but adequate 
data from 1890 to date are at hand concerning ten 
groups of commodities. Of these, seven show a close 
relationship to all wholesale prices in the two periods 
1890-1915 and 1921-1941. The results of analysis of 
these series are shown in the charts accompanying 
this discussion. 

The technique employed is identical with that used 
in the charts of Part I. The “fits” obtained are good. 
The lowest coefficient of correlation (r), at .777 in 
the case of textile products for 1890-1915, would oc- 


cur only once in twenty trials from a “population” 
with a true correlation of as low as .6005. 

A number of these series were out of line either 
during World War I or in the early postwar years. 
More interesting and informative is the fact that 
relationships with the all-commodity index in no case 
returned to the older status. 

This may be easily seen from the charts on which 
the corresponding points for the later period are like- 
wise shown. For example, the generalized law gov- 
erning the relationship between the index for textile 
products and that for all commodities is quite differ- 
ent during the period 1921-1941 from the earlier pe- 
riod 1890-1915. So it is, in one degree or another, with 
all the other series. 

In order that the technician may determine for 
himself more precisely the change in these relation- 
ships, a list of the equations of the trend lines in 
each of these instances is given in Table 2. 


Freperick W. JONES 
Division of Business Economics 


Prices Rise in December 


ODERATE-INCOME families in the United 

States were paying more for goods and services 
at the year’s end than at any other time since THE 
CONFERENCE Boarp started to measure price changes 
in July, 1914. The Board’s monthly survey in sixty- 
two industrial cities shows a December rise of 1.3% 
in the weighted average of all items to 133.6 (1923= 
100). This is an increase over December, 1946, of 
8.4%. 


The purchasing value of the 1923 dollar, or the 
reciprocal of the consumers’ price index, dropped to 
74.9 cents in December, a decline of .9 cents from the 
November. figure and of 6.3 cents from its value a 
year earlier. 

Each major component of the all-items index in- 
creased over the month, as well as over the year. And 
there were increases over the year in each of the 
sixty-two cities included in the survey. F.S. G. 


CONSUMERS?’ PRICE INDEX FOR THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Purchasing 
Value of 
Dollar 


Fuel and Light 


Total? Electricity 


1946 December........ 123.2 149.34 91.0 105.8 121.0 90.5 100.3 66.9 94.5 125.9 81.2 
Annual average’.| 113.2 127.7 91.0 99.2 110.9 87.5 98.7 66.9 94.5 119.9 88.6 

1947 March........... 124.8 152.3 91.0 108.2 124.4 92.0 101.4 66.8 94.4 126.9 80.1 
HONEY. cose Fans 125.4 163.3 91.06 107.2 124.4 90.0 101.1 66.6 95.2 128.0 79.7 
ORY tiieisviasansiee'e 126.6 155.8 91.0 107.2 124.2 90.1 102.4 65.4 95.0 129.1 79.0 
August.. 128.2 159.4 91.0 107.6 124.4 90.7 106.0 66.6 95.0 129.5 78.0 
September........ 130.2 164.6 91.0 108.4 124.3 92.4 106.5 66.7 95.0 129.9 76.8 
October |. Fee. 130.9 163.6 94.8r 108.9 125.0 92.8 107.1 66.8 95.0 130.8 16.4 
November. 131.9r 165.36 94.8r 109.7r 125.8r 93.5r 108.1 66.8 95.0 131.6 75.8r 
December........ 133.6 168.5 95.5 110.2 126.4 94.0 108.5 66.8 95.0 133.0 74.9 

Percentage Changes 
Nov. 1947 to Dec. 1947. +1.3 +1.9 +0.7 +0.5 +0.5 +0.5 +0.4 0 | 0 +1.1 -1.2 
Dec. 1946 to Dec. 1947. +8.4 +12.9 4+4.9 +4.2 +4.5 +3.9 +8.2 -0.1 +0.5 +5.6 -7.8 


1Rents ae quarterly, December 15, March 15, June 15, Sept. 15. 
2Includes fuel as well as electricity and gas. 
*Average of four quarterly indexes. 


aBased on food prices for December 16, 1946. 
bBased on food prices for November 17, 1947. 
rRevised. 
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Transition in Textiles 


HERE ‘has been a relative stabilization in the 

sale of nondurable goods during the past year. 
Most of the increase in consumer purchases was con- 
centrated in durables. 

As the market levels out, the textile industries, 
one of the most important nondurable industries, are 
more concerned with adjusting themselves to the de- 
mands of a high-level economy than in catching up 
with backlogs. 

Now that the possibility of general price vulnera- 
bility has come to the fore, the current position of an 
industry as sensitive to economic change as textiles 
takes on special importance. 

Cotton goods still dominate textile markets. The 
raw material, cotton, is always a basic factor because 
of volatile price behavior and abrupt changes in sup- 
ply. Since mid-1946, the price has remained above 
30 cents a pound, almost without interruption. Re- 
cently, it has been hovering about the 33-34 cent 
mark, about six cents below earlier peaks. 


COTTON TIGHT 


There was a sympathetic decline when weakness 
on the grain market developed. But while grains 
dropped approximately 20% during the recent break, 
cotton declined less than 10%. Whatever else may 
have been involved, the improved supply outlook in 
the world as well as in the United States contributed 
to the grain price fall. This is not the situation in 
cotton, where domestic supplies will be considered 
fairly tight, at least until the coming crop can be 
assessed. An indicated carry-over of between 2.7 and 
4 million bales into the next crop year is historically 
on the low side. 

This will occur despite a decline in exports in 
1947-1948 from 1946-1947. Carry-over into this sea- 
son was about 2.4 million bales. 

Further elements of strength are found in increased 
exports to Japan and China in the near future, as 
well as projected shipments of about 2.5 million bales 
a year under present Marshall plan proposals. The 
recent cut in export subsidies from 1% cent to 4% cent 
a pound alone indicates that the problem of a per- 
sistent surplus is not present.? 

Supply remains tight, however, only so long as 
demand remains relatively high. A drop in consumer 
income would be quickly reflected in lower demand 
for cotton goods, since about 60% of cotton manu-~ 


1Government export subsidies were introduced to help move large 
American crops during the 1930’s at competitive world prices. They 
have been progressively reduced since the end of the war from 4 
cents a pound. 


factures go into consumers’ apparel and household 
goods. 

Consumption of domestic cotton in the current 
crop year may be about 9 million bales, but will cer- 
tainly be somewhat lower than the 9.8 million con- 
sumed in 1946-1947. Cotton consumption figures in 
the last half of 1947 were running below the same 
1946 period, although January of this year showed a 
jump to earlier levels. These data must be inter- 
preted with care, for on a yardage basis, output may 
well be higher. Production in yards for the third and 
fourth quarters of 1947 (first and second quarter of 
the current crop year) exceeded the same period a 
year ago. 

The different trends in cotton consumption and in 
yardage output reflect changes in the character of 
the goods produced. There has been a steady swing 
away from heavier constructions into fine goods and 
print cloth, for which the greatest unsatisfied demand 
has existed. 

This shift, which has been slow, marks a return to 
prewar patterns of production. 

Data on the number of hours of ainda operation 
confirms the view that output is larger despite the 
drop in raw material consumption. The number of 
spindles in place has decreased since a year ago, and 
so has the number active in any month. Yet, the 
total number of spindle hours recorded and the hours 
for each spindle in use have risen. Consequently, it 
appears that mill activity has gained. 

Shifting to calendar year data, 1947 output to- 
taled 9.8 billion linear yards. This is an increase of 
647,000 linear yards, or 7% over 1946. 


OUTPUT DOWN 


Output is high and considerably above prewar. It 
is 18% above 1939, for example. A part of this in- 
crease may be permanent in character, since popula- 
tion has risen by about 10% since 1939. 

Measured against the 1942 wartime peak of 11.1 
billion linear yards, however, there has been a decline 
of 12% in output. This has led to charges that pro- 
duction has been deliberately restricted in cotton tex- 
tile as well as in other industries. 

Walter Reuther, president of the United Automo- 
bile Workers (CIO), for example, according to The 
New York Times, “cited ‘cutbacks’ in cotton textile 
production of 9% under the wartime peak . . . shoe 
production by 15%.” He criticized the inadequacy of 
steel expansion and quoted reports that the steel 
industry was shutting down some furnaces “to get 
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some degree of control over scrap prices.”! Such 
assertions are often difficult to substantiate and as 
difficult to refute. 

Much of the decline in cotton textile production 
from the war highs can be attributed to changes in 
employment patterns and in machinery utilization. 

Employment was almost 540,000 in 1942 and about 
510,000 in 1947. This decline has not been steady, 
for the present total represents a substantial rise 
from the reconversion low of 400,000 in November, 
1945. Employment has been increasing since then. 
Average hours are also somewhat lower, having de- 
clined from 40.8 in 1942 to 39.6 in 1947. 

Although about the same number of spindles are 
in place as 1942, almost 24 million, approximately 
1% million more are now idle than at that time. 
Conceivably, this could be due to production cut- 
backs. But the decline would seem to stem from the 
withdrawal of obsolescent or worn-out machinery 
from production. 

The industry has long needed to replace its anti- 
quated equipment but has not yet succeeded in se- 
curing sufficient deliveries. 

Precise statistics on the amount of second and 
third shift operations are not available as far back 
as 1942, but compared with another high production 
year, 1943, about as much extra-shift operation is 
being resorted to at present as at that time.” 


SEASONAL PATTERN EVOLVES 


The drop in output from 1942 also reflects a return 
to a more seasonal pattern of production and a de- 
cline in the amount of standardized goods produced. 
All statistics on textile operation since V-E day show 
a much more marked drop in late summer, particu- 
larly in July, than during the war years. Further- 
more, as much as 18% of production was for mili- 
tary purposes in 1942, and 24% in 1943. These, and 
larger than normal industrial orders, made possible 
a more standardized production of a larger amount 
of coarse woven goods than is usual. 

Whether or not the cut back controversy can be 
resolved, the fact still remains that cotton textile 
output in 1947 was higher than in any other peace- 
time year. 

Continued strength in the domestic cotton goods 
market in the face of increased production is partially 


1Testimony before the Senate Foreign Relations Committee, The 
New York Times, February 6, 1948, pp. 1, 17. 

Three weeks later (see newspapers of February 26, 1948), the 
Kaiser-Frazer Corporation announced that it was discontinuing 
second-shift operation at Willow Run, thereby cutting back pro- 
duction, because optimum results could not be obtained on this extra 
shift. A company representative stated that mounting costs which 
had already forced other car manufacturers to raise prices had caused 
the action in order to put operations on a basis of maximum efficiency. 

Cutbacks in shoe output mentioned by Mr. Reuther were discussed 
and analyzed in The Conference Board Business Record article, “Shoe 
Prices Make the Market,” December, 1947. 

2According to reports on loom and spindle operation made to the 
Cotton-Textile Institute. 


explained by export developments. Exports have al- 
most doubled since 1946, and exports in that year 
were as large, percentagewise, as in the highest pre- 
vious year on record. The percentage of domestic 
production shipped abroad in former high years and 
since the war was as follows: 


Based on square yards 
Source: Association of Cotton-Textile Merchants of New York. 


Export as % 

Year of Production 
OSD re raw, nie AME aes Se Me tiaras Aare Siebel 7.6 
VOD Aerie a ray cits Sinivipie in) eieiegnsini xi Uiele Sipe ots 7.2 
DOSS wie es. SEG olecld. “ESR a eee ees 7.0 
TOS re a Ee ate ins BEM eles anak 7.0 
LOSES. LAr tte btehels G.cgtaatcla e einer. « 7.6 
OMe om. cod. ope fy mt SEES « Boxset 13.4 


As a result of the large shipments abroad, the 
amount of cotton goods available for domestic con- 
sumption was the same in 1947 as in 1946. In both 
years the yardage available to domestic consumers 
was somewhat higher than in 1939, but slightly lower 
per capita. As compared with that prewar year, the 
total available was 7% greater in 1946 and 8% in 
1947, 

Considering the high level of economic activity in 
the past two years, in addition to population changes, 
domestic supply, after exports, appears to have been 
relatively small as compared with prewar. Much of 
this gap has, of course, been filled by the expansion 
in rayon production and other synthetics, and by high 
activity in the wool industry. 

While exports absorbed an unprecedented share of 
output for 1947 as a whole, the trend through the 
year was not uniform. The high point was reached 
in May. By December, yardage shipped was 30% 
below that peak. It is expected that the downward 
trend will continue into 1948, and that total exports 
will be well below last year. There is no evidence 
that foreign mill activity has recovered sufficiently to 
account for the downturn. 

Textile exports under the Marshall plan may help 
to restrain this expected drop in two ways: first, by 
supplying dollars to Europe, some part of which will 
go for textile purchases; and second, by distributing 
dollars to South America for its exports to Europe. 
Some of these dollars might be used for textiles. A 
grant to China may also have this effect. 

The possibility that a decline in exports may affect 
inventories, or textile prices, or the pattern of pro- 
duction, or perhaps some combination of them, is one 
of the industry’s main concerns at this time. 

The current market picture in cottons is somewhat 
easier than it has been for some time. Orders for 
the second and third quarters of 1948 are strong, but 
the urgency some months ago which led to forward 
contracting up to a year in advance seems no longer 
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present. Price nervousness throughout the economy 
plus a wait-and-see attitude for the results of Easter 
business appear responsible. 

Tightness in the cotton-cloth markets may often 
be gauged by the extent of the spread between spot 
and contract prices. The larger the production sold 
in advance, the greater is the tendency for spot 
prices to run ahead of contract prices. The recent 
trend has been for this spread to narrow, as both 
offerings and takings have dropped. 


RAYON AND WOOL 


Wool manufacture, another major branch of the 
textile group, has been off somewhat from 1946. Or- 
ders booked by mills were considerably lighter in 
the fall and winter of 1947 than in the same period 
of 1946. Consumption of apparel class wool in 1947 
was 14% below the all-time record of 1946, with a 
17% reduction in yardage. 

Cloth for men’s wear has been holding up to about 
1946 totals, while women’s types are off 19%. Retail 
sales of women’s woolen apparel dropped in 1947, 
while men’s clothing sales almost matched those of 
1946. 

Both employment and hours have declined slightly 
in sympathy with production. Prices meanwhile have 
risen, and the major woolen company announced an 
8% to 12% increase in men’s worsteds at the same 
time grain prices slid. Higher wage and raw material 
costs were held responsible. About the same price 
increase is now expected for men’s fall wear. 

The rayon industry, still growing, registered a 
14% gain in fiber output in 1947. Woven goods pro- 
duction increased 11%. The first substantial fiber 
price increases in the industry’s history, amounting 
to well over 10% in nearly all categories, were insti- 
tuted during 1947. The prices of rayon finished goods 
have been high for the past several years while a 
scramble for goods was general, but demand is some- 
what easier now. It is reported that jobber, or “sec- 
ondhand,” prices are already down from recent peaks, 
while inventories of piece goods held by clothing 
manufacturers are high. 


APPAREL 


The apparel market is no longer so strong as in 
1946. Production of men’s and boy’s suits was 12% 
ahead of that year and this branch appears to be 
in one of the strongest positions in the apparel trades, 
although the price increases still ahead may be detri- 
mental. Shirt production, particularly of the dress 
variety, has also been high and shirt prices seem 
to have leveled off with the improvement in supply. 
Coat production is lagging. 

Except for the more expensive lines, output in 
women’s and children’s nightwear and underwear has 


been falling off. Total dollar value of shipments is 
being maintained because of price increases. 

Output of women’s and children’s outerwear 
slumped in virtually all categories during 1947. De- 
spite some price increase, the trend in total value of 
shipments has been downward. As in the nightwear 
and underwear group, production has been shifting 
to higher price lines. 

The latter phenomenon is said to be chiefly respon- 
sible for the recent appearance of unemployment in 
the New York dress industry. Approximately 10,000 
are reported out of work or on part time. Unit sales 
of women’s apparel are apparently declining chiefly 
in the lower-price brackets, and this has had its reper- 
cussions in employment. 

The recent shift to higher-price lines in the women’s 
clothing trade is due, on the producer’s side, to the 
higher prices of piece goods throughout the past 
year, while the trade is committed to the mainten- 
ance of rigid price categories. On the consumer side, 
resistance is shown toward the lower-priced merchan- 
dise which remains available. 

In the knitwear group, outerwear production has 
declined. Underwear output is remaining at 1946 
levels. 

Home furnishings textiles, gauged by department 
store sales, have fallen behind their postwar highs. 
Sheet sales have held up, but blankets, spreads, drap- ° 
eries and curtains have been losing ground. 

The net effect of these retail trends has been to 
“loosen” the market for virtually all classes of tex- 
tiles. Even rayon fabrics, where supply has been 
tightest, are affected, because one of their chief uses 
is in lower-price-line dresses, where business has not 
been strong. 

Reduced sales have already affected wool manu- 
facturers, especially since output has eased off in the 
women’s coat and suit industry. 

Although signs of the lush postwar seller’s market 
in textiles are disappearing, the industry is still well 
off as compared with the prewar years, and is doing 
a large amount of business. As long as goods cur- 
rently produced are kept moving across retail coun- 
ters, necessary adjustments may well be made. Ac- 
cumulation of inventory under present conditions 
would obviously bring difficulties. 

Financially, the textile industries are in a far 
stronger position to meet more difficult business con- 
ditions than before the war. Department of Com- 
merce data on undistributed corporate profits reveals 
that in the years 1935-1940, textile mills dipped into 
reserves almost as often as increasing them. During 
the war years, however, the industry never added less 
than $160 million to reserves, and in 1946 retained 
$638 million in earnings. 

Lawrence A. MaYer 
Division of Business Economics 
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Population on the March 


ORLD population is at present increasing at a 

rate which is probably the greatest in modern 
history. An annual average of 17 million persons have 
been added to the world’s population in the past dec- 
ade, despite war losses of many millions. 

The population of the world in 1946 was placed at 
2,251 million persons.! This is an increase of approxi- 
mately 175 million persons since 1936. The increase 
in population in 1946 alone, is estimated at approxi- 
mately 19 million. 

World population figures are admittedly inexact. 
They are, to a great extent, based upon only rough 
estimates for areas which according to one authority 
may contain from one fourth to one third of the total 
inhabitants of the earth. The figures are valuable, 
however, for they lend themselves to analysis for the 
purpose of ascertaining the existence of trends. 

The most obvious trend apparent is the amazing 
growth of population in recent times (see table). In 
the period from 1650 to 1750 the rate of growth of 
the world’s population was already so high that it 
could not have been in effect very long. The rate 
increased by half in the period from 1750 to 1800. 
Yet after 1800, the rate continued to rise, reach- 
ing an annual average increase of 0.75% in the 1900 
to 1940 period. 


1United States Department of State, Division of International and 
Functional Intelligence, “World Population Estimates,” 1947, p. 1. 

*R. R. Kuczynski, “Population,”’ Encyclopedia of Social Sciences, 
1933, Volume 12, p. 240. “If by knowing the population of a country 
it is meant that the reported population can safely be said neither to 
exceed nor to lag behind the actual number of inhabitants by more 
than 10%, it might be said that the present population is known for 
all countries of Europe, North America and Oceania, for many 
countries of South and Central America and for some countries of 
Asia and Africa. The countries for which, by this standard, the popu- 
lation is not known comprise at present probably one third or one 
fourth of the world’s population.” 


These rates of increase may not seem high when 
compared with an estimated annual rate of increase 
of approximately 0.9% for the world in the period 
from 1936 to 1946, but if the present global popula- 
tion were to continue to increase at the rate that pre- 
vailed between 1900 and 1940, it is estimated that 
there would be over 21 billion people on the earth 
by the year 2240. This population total is considered 
improbable by many demographers.* 


REASONS FOR THE INCREASE 


Population is the result, mainly, of two factors— 
fertility and mortality. The major cause of the in- 
crease seems to be a declining mortality. Birth rates 
have been declining steadily in modern times in 
countries which have experienced the most rapid 
advances in industrial progress and population 
growth. On the other hand, in backward areas where 
civilization has penetrated only slightly, birth rates 
are generally high, indicating the probable condition 
of fertility throughout the entire world before the 
dawn of the present age. 

The expansion in population must, by elimination, 
be attributed to the decline in mortality—a decline 
great enough not only to compensate for a declining 
birth rate in these rapidly advancing areas, but also 
to furnish a greater natural increase than ever before. 
The result was partially owing to gradually improv- 
ing agricultural techniques and better transportation. 
In general, the whole process of modernization 
brought rising levels of income, new controls over 
disease and reduced mortality. 


1R. R. Kuczynski, discussing estimates of the ultimate population 
of the world, believes that approximately 10 billion is about maximum 
“even allowing for all conceivable advances in science and tech- 
nique and assuming that all human efforts be directed to the main- 
tenance of a maximum number of people.” Ibid, p. 246. 


POPULATION OF THE WORLD, BY CONTINENT,! VARIOUS DATES 1650-1946, AND PROJECTIONS TO 2000 


Sources: 1650-1900; Carr-Saunders, A. M., “World Population,” 19386, p. 42. 
1936-1955; Department of State, “World Population Estimates, 1947,” p. 14, 
2000; Notestein, F. W., Harris Foundation Lectures, “Food for the World, ” 1945. 


In Millions 
Continent 1955 2000 

MEL oM ists Satelite als Sle Le 2,438 3,300 
TENE Sa a/) Bata kate eieg culedp ¢ 404a 417a 

North : PAINOTICE. an de sacle Sere. 166 176 

Central and South America 175 283 

MMe eiely wisi Ae shots ste > 12 21 

EMER nes ee Te osc Se RO ae 191 250 

PMR tes ik oie MR coals SE 1,280 1,900 

SARE bxcueces nite 0. baer ode 210 298 


1Figures for 1936-1955 are for 1946 area, as of December 81. pe oe ate for 1650-1900 are estimates subject to large error. 


main purpose is to indicate the 


— trend of growth of the world’s population, Estimates of the world’s population by W. F. Willcox - the same — are: (in ba ae 1650-465; 1750—660; 1850—1,098; 


1900—1,651. 
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The increases have been by no means uniform 
throughout the world. The population of the earth 
at present may, from the viewpoint of development, 
be roughly divided-into three main groups. 

Approximately one fifth of the earth’s inhabitants, 
living principally in Western Europe, North America 
and Oceania have, to a great extent, completed their 
largest population gains and are now tending toward 
a stable or slowly increasing population. These areas 
are generally characterized by a relatively large per- 
centage of urban population and a high degree of 
industrialization. They tend to be the wealthiest and 
to have the highest literacy rates. The birth rate in 
these areas tends to be low; the death rate lower. 

Another one fifth of the world’s population, living 
principally in Eastern and Southern Europe, the 
Soviet Union, Japan and certain classes of the popu- 
lation in Asia, Africa and South America, have de- 
clining birth and death rates. Mortality rates, how- 
ever, are declining more rapidly than fertility rates, 
giving these areas a larger potential growth than the 
first group. 

Approximately 60% of the population live in the 
rest of the world, and, while mortality is high, the 
rates have started to decline. Birth rates, on the 
other hand, have remained high. This tendency in 
mortality rates to decline while fertility rates stay 
relatively high seems to indicate that these areas, 
mainly Asia, Africa and Latin America, which are 
poor, illiterate, and agricultural in character, will have 
the greatest population increases in the future. 


CHANGES IN ASIA 

In Asia, for example, the techniques of reducing 
death rates, which include medical science, sanitary 
engineering, agricultural improvement and better 
transportation, have been slowly imported. Mortality 
can be reduced by control of water supply, sewage, 
control of epidemics and better distribution of food. 
These developments can take place without altering 
the fundamental nature of the agrarian family life, 
of native customs and religious beliefs. The mate- 
rials out of which declining fertility grew in the west, 
therefore, are not present so that there has been a 
tremendous expansion of the Asiatic population— 
the first phase of a growth cycle which has been de- 
scribed as apparently similar to that which the Euro- 
pean peoples are just completing. Many of the Asiatic 
countries—notably India, Java and Malaya, are al- 
ready well into the heavy growth phase. Others such 
as Iran, China and Borneo have hardly started yet. 
Since the population of Asia is tremendous, the incre- 
ments may well be staggering.’ 


1As an example, the population of India in the period from 1901- 
1921 increased an estimated 22 million, while in the period from 1921 
to 1941 it increased 83 million. At present it exceeds 400 million 
and is about as large as that of all Europe west of the Soviet Union. 
Davis, Kingsley, “Demographic Fact and Policy in India,” Milbank 
Memorial Fund Quarterly, XXIII, No. 3, July, 1944, pp. 256-278. 


Of the total world population increase of 175 mil- 
lion persons in the decade from 1936 to 1946, approxi- 
mately 94 million, or 53.7% of the increase, occurred 
in Asia. Europe increased approximately 11 million 
during this decade. About two million of this increase 
occurred in 1946. 

This was possibly owing to unusual war conditions 
which caused births, which would have taken place 
during the war, to be bunched in the immediate post- 
war period. 


EASTWARD DRIFT 


It seems likely that Europe, as a whole, has seen its 
greatest era of population growth. Some areas have, 
however, greater growth potentials than others. The 
near future should see an “eastward drift in the 
weight of population unless counterbalanced by a 
very large migration to Northwestern and Central 
Europe.” 

The North American continent contributed a total 
of approximately 15 million persons, or 8.6%, to the 
world’s increase for the decade. A relatively large 
amount of this increase was also concentrated at the 
end of the war, about two million of it occuring in 
1946.7 

Central and South America continued their large 
rates of growth during this period. The annual rate . 
of growth of Latin America is much larger than that 
of North America. The increase in population in 
Central and South America amounted to approxi- 
mately 25 million persons in the decade preceding 
1946. 

The Second World War has cost the Soviet Union, 
it is estimated, about a decade’s growth of population.® 
From 1936 through 1945, the population of the Soviet 
Union increased only 4 million. This amounts to 
an estimated annual decrease of -0.03% in the rate of 
growth. The 1946 increase amounted to roughly two 
million. The relative youth of the Soviet Union’s 
population indicates a probable rapid rate of increase 
for at least another generation. 

Estimates show an increase of approximately 22 
million in the population of Africa in the years from 
1936 through 1946. It is possible that decreasing mor- 
tality rates will give this area relatively large popula- 
tion increments in the near future. 

Oceania’s population showed an increase of 2 mil- 
lion in this same period. Policies to stimulate migra- 
tion into this area may have a significant effect upon 
the population. 

The State Department’s population projections in- 
dicate a world population total at the end of 1955 of 
about 2,438 million people. This is an increase of over 


1United States Department of State, op. cit., p. 3. 

See “Effects of A Booming Population,” Business Record, Jan., 
1948, p. 9. 

‘Department of State, op. cit., p. 7. 
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200 million in a decade and an average annual incre- 
ment of almost 21 million. 

One estimate of the population of the world in the 
year 2000 is 3.3 billion, approximately half again the 
present size of the earth’s total.1 This estimate is 
described as conservative, assuming general order and 
the spread of modern techniques of production. 

Because of the variation in the rate of growth of 
the various areas, it seems likely that in the relatively 
near future the world will have a significantly larger 
percentage of its expanded population in areas which 
are now relatively undeveloped economically. Asia, 
Africa and Central and South America seem likely to 
have increasingly larger percentages of the world’s 
population. 


_TF. W. Notestein, “Population—The Long View,” Harris Founda- 
tion Lectures, “Food for the World,” 1945, p. 57. 
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There are certain limitations to population predic- 
tions which must be considered. The figures are based 
upon assumptions regarding the future course of fer- 
tility and mortality. These assumptions, of necessity, 
have their foundation in past experience, and as pre- 
dictions of actual future events, projections will be 
no more valid, of course, than their underlying as- 
sumptions. 

Population growth is dependent to a great extent 
upon the technological, social, economic and political 
developments of the future. The future developments 
will affect population growth and in turn be affected 
by population growth.+ : 


JosEPH §. ZEISEL 
Division of Business Economics 
Ubid, p. 36. 


Seeking Safety in Savings’ 


NSTITUTIONAL or “sheltered”? savings of indi- 
viduals have increased phenomenally over the 
past half century. They grew from approximately $3 
billion at the end of 1892 to $143 billion at the end 
of 1947 or about fifty times the earlier amount. 

While institutional saving is only a part of total 
individual saving, the annual increase in the former 
has actually been greater than the total in some 
recent years. Thus, in the upswing from the depres- 
sion in 1934 and 1935, institutional savings were 
greater than the total. Actually, in 1934, over-all sav- 
ings were negative while institutional savings in- 
creased $2.5 billion. Institutional savings turned ne- 
gating in 1931, one year before total savings, but 
turned positive in 1934, again one year before total 
savings. 

Again in 1938-1940, institutional savings were 
greater than over-all individual savings. The factors 
underlying this shift toward “sheltered” types of sav- 
ings are difficult to determine. In 1934 and 1935 it 
was probably cautiousness plus the lack of profitable 
opportunities for investments. In other cases, it is 
probably the fact that some types of institutional 
savings (life insurance) are contractual in nature and 
hence do not respond instantly to changes in income. 

1This article, the first in a series, is designed to show the long-term 
growth of institutional savings; future articles will explore other 
aspects of the process of saving and capital formation. 

*The distinguishing feature of this type of savings is that the 
financial institution at whose disposal the funds are placed is limited 
in the investments that it can make. In general, it is not permitted 
to invest in equities. Excluded from the definition of institutional 
savings are direct individual holdings of government obligations, of 


rate stocks and bonds, direct investment in noncorporate firms 
hoarding of currency. 


Individuals may forgo other types of savings in 
order to maintain their contractual obligations. Fur- 
thermore the double taxation of dividends has made 
equities less attractive. 

The drop in savings in 1947 from the wartime peak 
was not so sharp for institutional as for all savings. 
Institutional savings last year totaled about $10.1 
billion as compared with a war peak of $18 billion in 
1945. Total savings, in contrast, reached $36 billion 
in 1944 but were cut to $10.9 billion in 1947. 

With the exception of 1918, institutional savings 
averaged about 17% of gross private capital forma- 
tion from 1914 to 1930. 

As we emerged from the depths of the depression 
the relationship between capital formation and insti- 
tutional saving changed significantly. Starting with 
1934, but excepting the war years 1942-1945, institu- 
tional savings were equivalent to more than 35% of 
private capital formation. The depression years 
form a boundary separating two periods of financial 
history. In the later period institutional saving was 
twice as large a percentage of gross private capital 
formation as in the earlier period. 


CHANGING ROLE OF GOVERNMENT 

This comparison is further complicated by the dif- 
fering role of government in the two periods. The 
years 1914 to 1930 were generally a period of budget- 
ary surpluses, while deficits were the rule from 1934 
to 1947. In the first period the Federal Government, 
through debt retirement, released funds for individ- 
ual investment elsewhere. In the latter period, the 
Federal Government used individual savings through 
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Institutional Savings and Gross Private Capital 
Formation, 1892-1947 


Sources: Institutional savings is the sum of individual savings repre- 

sented by life insurance, time deposits, savings and loan associations 

and government pensions and trust funds obtained from the following 

sources: Institute of Life Insurance; Federal Reserve; Federal Home 

Loan Bank Administration; Temporary National Economic Com- 
mittee; Federal Savings and Loan Association. 


Data on Gross Private Capital Formation were obtained from the 
Department of Commerce. The series prior to 1929 is not exactly 
comparable with the subsequent figures. 


(Dollar Figures in Millions) 
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Savings Ch Formation Capital 
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direct sale of its obligations to individuals, as well as 
to institutions which acted as collectors of individual 
savings. 

The rise in the importance of institutional saving 
has both advantages and disadvantages. The most 
obvious disadvantage from the viewpoint of the 
firm seeking capital is that it must resort to the 
use of debt instruments instead of equities. If 
it seeks outside capital, it must come increasingly 
from the institutions that mobilize individual savings, 
even though it may be advantageous for the firm to 
issue equities. On the other hand, it is probably a 
more efficient method of obtaining capital from, say, 
one life insurance company instead of a multitude of 
investors. 


GAINS TO THE INDIVIDUAL SAVER 


From the viewpoint of the individual saver, the 
advantage may lie in the greater security he feels he 
has. If one of the firms in which the insurance com- 
pany or bank has invested his funds fails, he may 
suffer little or no loss while if he had invested directly, 
the loss would have to be borne by him. The loss, in 
the first instance, might be provided for through re- 
serves or borne by the stockholders in lowered divi- 
dends. 

The saver, in turn, pays for the lessened chance of 
loss through a lower return on the funds set aside. 
The financial intermediary makes its return from the * 
differential existing between the rate it pays for the 
funds it uses and the rate it charges for the use of 
funds at its disposal. 

These financial institutions receiving sheltered sav- 
ings have, in recent years, found it increasingly diffi- 
cult to find enough profitable outlets for their funds. 
The law, in providing for the types of investments 
they may make, limits the possible outlets. 

A new profitable outlet for insurance company 
funds has been found in the purchase of nonresiden- 
tial real estate and the rental of that real estate to 
the seller. The growth of this type of investment has 
been especially large in 1947.7 

Frank Gaston 
Division of Business Economics 


1See “Life Insurance News Data,” February 25, 1948, Institute 
of Life Insurance. 
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Guide to American Business Directories—Where and 
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White Collar or Noose? The Occupation of Millions— 
The need for the organization of white collar workers. By 
Leo F. Bollens. North River Press, New York, 1947. $2.75. 
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Healthy Demand for Machine Tools 


ACHINE tool shipments in 1947 were ahead of 

any year in our history prior to 1940, and this 

two years after the war’s end, when it was expected 

that the industry would find itself in critical straits. 

It is true this industry! today finds itself in a less 

favorable demand position than many other durable 

goods industries, but its business has not dropped to 

the crucial low that some had anticipated a few years 
ago. 

Following the enormous output of machine tools 
during wartime operations in 1942 and 1943, postwar 
prospects for the industry were viewed with pessi- 
mism. According to statements of several authorities 
during the last year or two of the war, the cessa- 
tion of hostilities would bring enough machine tools 
onto the market to satisfy normal demand for at least 
ten years. 


POSTWAR PICTURE 


Shipments of $300.1 million in 1947, while substan- 
tially down from the huge wartime figures, are well 
above the 1935-1939 average of $151.6 million.? (See 
Table 2.) Although the industry’s postwar record has 
evidently exceeded expectations, it has not been fully 
benefiting from the huge capital goods expenditures 
during the past year. For example, in 1947, American 

1According to the Census of Manufactures, “the machine tool 
industry embraces establishments primarily engaged in the manu- 
facture of power-driven complete metal working machines not 


portable by hand, having one or more tool and work holding devices, 
used for progressively removing the metal in the form of chips.”’ 

2Eyen if 1947 machine tool shipments were deflated for price in- 
creases, the figure would still be greater than the prewar. From 
April, 1937, to June, 1947, the price index of standard machine tools 
had risen about 50%, while shipments from 1935-39 average to 1947 
increased almost 100%. 


Table 1: Machine Tool Shipments and Orders 


Source: National Machine Tool Builders’ Association 
Thousands of Dollars 


H New Unfilled 

Period 1 Firm >| Firm 
Orders? Orders! 
1947 January...... 18,991 154,760 
February..... 16,780 146,145 
March....... 19,509 137,175 
ADT A. 2 staal 18,220 128,830 
DRY os, <te, he 20,018 121,155 
Pures as eke 23,810 120,268 
EG Siac ste, 22,297 124,155 
August....... 16,037 122,854 
September... 16,294 118,109 
October Sri 20,917 113,674 
November... 19,585 110,646 
December.... 21177 105,627 


cashew 233,565 otk ea 
1As reported to the National Machine Tool Builders’ Association. 


business, excluding agriculture, spent the unprece- 
dented sum of $15,680 million! for new plant and 
equipment—30.2% above 1946. However, shipments 
of machine tools fell 7.8% from the 1946 level. It is 
estimated that the aggregate net income of some six 
major machine tool companies last year was about 
25% to 35% below 1946. 

The disposal of government-owned surplus machine 
tools at reduced prices was a serious depressant. An- 
other important factor was the shortage of many 
basic materials, such as steel and fuel, which meant 
that the main emphasis was placed on expanding fa- 
cilities which are essential to greater raw materials 
output rather than on the production of machines 
to work on them. Therefore, a major portion of new 


Table 2: Estimated Machine Tool Shipments 


Sources: National Machine Tool Builders’ Association; War Pro- 
duction Board 


Millions of Dollars 


plant and equipment expenditures was channeled into 
the building of new rolling mills, iron and steel fur- 
naces, refineries, pipe lines, and similar projects.” 


IMPORTANCE OF INDUSTRY 


Machine tools are vital to our highly developed 
industrial economy. They are used not only in the 
manufacture of capital equipment but also in the 


1Joint estimate of the Securities and Exchange Commission and 
the Department of Commerce. 

*Benjamin W. Corrado, “Billions Business Spends for New Plant 
Haven’t Meant Much for Machine Tool Builders,” Barron’s, February 
16, 1948, p. 83. 
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production of numerous consumers’ durable goods, 
such.as automobiles, washing machines and sewing 
machines. Machine tools often are referred to as “the 
master tools of industry. Directly or indirectly they 
enter into the production of all other types of ma- 
chinery and capital goods and have made it possible 
for the United States to come nearer to solving the 
problem of producing plenty than any other country 
on earth.”? 

Sales of machine tools, like other producers’ goods, 
are highly responsive to major fluctuations in busi- 
ness activity. (See chart.) Since machine tools are 
two or more stages removed from the ultimate con- 


David Longanecker, machinery specialist, Bureau of Foreign and 
Domestic Commerce, “Machine Tools—Indispensable in Peace or 
War,” Domestic Commerce Weekly, September 19, 1940, p. 155. 


Estimated Machine Tool Shipments and 
Industrial Production 


Sources: National Machine Tool Builders’ Association; 
War Production Board; Federal Reserve Board 


Index Number, 1935-1939 =100 
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TABLE 3: 


Source: 


sumer, their demand is subject to more acute cyclical 
movements than are nondurables and even other dur- 
ables like automobiles and washing machines.* 


TREND OF SHIPMENTS 


The machine tool industry embarked upon an ac- 
celerated production program to meet emergency 
needs before most other industries. It was also one of 
the first to contract with the ebbing of intensive mili- 
tary operations. 

Annual shipments of machine tools increased stead- 
ily from 1938 through 1942 when they totaled $1,320 
million, an all-time peak and five and one-half times 
greater than 1939. In 1943 there was a minor de- 
crease in shipments, followed by a severe drop in 
1944, the beginning of an unbroken decline. (See 
Table 2.) 


The downtrend can be explained largely by a dim- 
inished demand following the spurt of tooling domes- 
tic plants and voluminous shipments to Allies at the 
beginning of the war and the disposal of hundreds 
of thousands of government-owned machine tools 
since 1945. 


"Harry Jerome, National Bureau of Economic Research, “Mechan- 
ization in Industry” 1934, p. 304. “The large cyclical fluctuations 
in the sales of machines can probably be ascribed in part to a marked 
inelasticity of demand—a relative insensitiveness of the demand for 
machines to changes in price. The prospective purchaser of machines 
is strongly influenced by his expectation of changes in the market 
for his products. In a period of increasing business activity he . 
anticipates an increased demand for his own products and is apt to 
be ready to purchase new equipment without close scrutiny of its 
price. On the contrary, when business begins to slump, the reverse 
attitude toward the purchase of equipment becomes dominant. The 
machine user ceases to be overconfident of the advantages of pur- 
chasing new equipment and in fact cannot be persuaded to invest 
even by substantial reductions in price. As a consequence of this 
relative inelasticity of demand, the machine producer finds the 
demand for his product quite erratic—very heavy in periods of rising 
prosperity, very slack in periods of business depression.” 


EXPORTS OF MACHINE TOOLS 
Department of Commerce 


Thousands of Dollars 


Type 1947 1946 1945 1944 


Engine lathes... 5c... siiniedesiaate sis ~.6isk< 10,039} 10,295] 8,683 
Turret: lathes... cs. cee pee ae «rte 6,711] 6,863) 4,470 


Other lathes... o.0c5 s et cee eh « ctor 15,400} 13,661) 6,403 
Vertical boring mills and chucking ma- 

CHINCB coc cre cos POTEET SITET IT 5,568] 6,279) 10,499 
Thread cutting and automatic screw ma- 

chines... 334415 oes Seve 4,807 3,634] 1,686 
Knee column type milling machines.... . 4,814]\ 1. 4g6| 2533 
Other milling machines................ 8,570 : 
Gear cutting machines................. 6,221] 3,633] 3,225 
Vertical drilling machines.......:...... 1,537 1,129 
Radial drilling machines............... 2,404)} 7,388] 3,002 
Other drilling machines................ 4,323 1,299 
Planers). o ik. acs abins actos ates tere 2,512) 4,489) 6,235 
Biharien. case ind: on cineca, iia 2,111| 8,162] 1,718 
Surface grinding machines............. 3,491] 3,468] 1,869 


External cylindrical grinding machines..| $3,185] 3,412] 2,810 
Internal grinding machines............. 
Tool grinding, cutter grinding, and uni- 


19,411 
10,823} 33,997} 21,824) 18,162] 17,844) 7,486- 
16,336} 19,286] 11,649] 11,180] 14,138] 3,399 


13,898} 10,052} 7,495} 10,1389] 10,112] 5,248 


16,768) 22,228) 16,137) 17,657) 20,036) 5,605 
2,990} 13,921 
5,376 | 14,724] 28,499] 18,751) 27,865] 23,831] 12,563 
4,379} 6,021] 1,765} 3,985 
676} 1,911) 2,824) 3,690 
2,998} 3,587, 1,557) 1,562) 3,026] 977 
1,648] 6,211) 5,669} 6,987 


1,731 


5,685) 9,214) 3,660} 5,824) 7,136] 3,926 
2,974, 5,614) 3,000} 3,294) 8,294] 4,339 


1943 1942 1941 1940 1939 1936 1933 1929 


23,056] 12,938) 13,094] 16,025) 6,533 | 2,825 360 | 1,928 
1,847 206 | 1,405 
1,343 169 | 1,856 


1,801 114 452 


2,286 | 366] 1,552 
1,168 | 262 | 1,290 
2,470 | 4211] 1,559 
2,125 | 607} 1,381 

sol} 158| 495 

226 69 | 355 
1,521 | 297] 702 


17,326] 19,668) 15,191) 6,689 


7,681) 3,988 
4,060) 1,372 


6,186) 1,775 


8,801 2,292| 4,246] 1,924] 3,064 
3,243| 3,298| 2,469| 2.904 } S08; SES} WOR Reet 
4,218| 5,429] 5,587] 5,450} 5,600] 2,545 | 1,081| 206] 327 


1,039 291 | 1,866 
1,259 227 | 1,190 


versal grinding machines............. 5,787 } 40,276| $3,449 7,193} 7,998] 5,475) 5,999] 7,927] 3,887 | 1,540 273 656 
Other metal grinding machines......... 41,538) : 49,734) 67,518) 14,332] 7,586 _ 12,490) 5,413 | 1,088 255 | 1,057 
LOLA radia cla tee pen yanate tetas 131,691] 127,018! 95,935 | 185,077) 270,007) 157,533! 166,535) 185,645: 79,765 | 24,858 | 4,385 | 18,862 
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During the latter part of 1947, production of ma- 
chine tools had been running ahead of new orders. 
Hence, backlogs were beginning to dwindle. Although 
January figures are not available at this time, it is 
estimated that a slight reversal took place with ship- 
ments having declined about 25% from December 
while new orders increased. 

The falling off of machine tool exports during the 
latter half of 1947 can be ascribed principally to the 
shortage of dollars abroad. Although the European 
Recovery Program thus far does not have any spe- 
cific provision for the export of machine tools, indus- 
try men are urging that during the first year of the 
program $150 million of the funds be earmarked for 
machine tool shipments. They feel that the rebuild- 
ing and expansion of productive capacity in the six- 
teen Marshall plan countries are in large part de- 
pendent upon machine tools imported from the 
United States. 


The problem of depreciation allowance is also re- 
ceiving attention. Many sectors of the industry hold 
that modification of present Treasury Department 
depreciation regulations, to permit greater annual de- 
ductions for writing off the cost of machine tools, 
would enhance demand because many of the indus- 
try’s customers would replace outmoded machine 
tools which are currently in operation. 

The industry’s outlook, according to experts, is not 
discouraging. With surplus machine tools almost 
completely liquidated, the appearance of new and 
improved machine tools can help reduce production 
costs,1 hasten plant expansion programs still in prog- 
ress, and supply a potentially vigorous foreign de- 
mand. 

Suiriey S. Horrman 
Division of Business Economics 


1stimates of average increased efficiency of new machine tools 
over prewar models range from 10% to 30%. 


Reserves for Old-Age and Survivors’ isnt 


SSETS in the old-age and survivors’ insurance 

trust fund reached well over $9 billion at the 

end of last year. During 1947, tax collections ex- 

ceeded benefit payments by approximately $1 bil- 
lion, as they have in each year since 1942. 

Because of the unexpectedly rapid accumulation of 
funds for old-age and survivors’ insurance, Congress 
has modified the tax schedule originally legislated. 
Reserves of $9 billion were accumulated since the 
start of the program in January, 1937, from an aggre- 
gate 2% tax on covered payrolls. According to the 
original law, the tax had been slated to increase to 
an aggregate of 5% by 1946. Rapidly rising payrolls 
and employment during the war years and a virtual 
cessation of retirement from the labor force permitted 
the reserves to mount steadily while taxes were held 
at their starting point of 2%. 


FINANCING 


Despite the apparent adequacy of the reserve, ex- 
amination of the expected drains reveals that, some- 
time in the not too distant future, the American 
people are going to be faced with the problem of 
either increasing payroll taxes beyond those presently 
scheduled—4% in 1952 and thereafter—or supple- 
menting the funds derived from these taxes out of 
general government revenues. This conclusion is 
based upon official illustrations of future costs which 
indicate that OASI benefit payments will be in ex- 
cess of 4% of covered payroll in about twenty years. 


Money is raised for Old Age and Survivors’ Insur- 
ance by taxes levied on the first $3,000 of annual 
remuneration in covered employment. Under the 
original schedule, the employer and employee were 
each to pay 1% of wages for three years (1937, 1938 
and 1939), the rate to increase 4% of wages each 
three years until 3% matched contributions would 
be payable in 1949. Before the first increase was to 
become effective, however, the schedule had been 
amended to freeze the rate at 1% for three additional 
years (1940, 1941 and 1942). After that, five suc- 
cessive annual amendments held it at 1% through 
the year 1947, 

The Social Security Act amendments of 1947 froze 
for two more years the contribution rate at 1% each 
for employers and employees but raised the rate to 
114% for 1950 and 1951 and to 2% for 1952 and 
thereafter. Aggregate contributions under the present 
law will therefore equal 4% of covered payroll from 
1952 on, in contrast to the 6% rate starting in 1949 
which was contemplated in the original law. 

Thus far, tax collections have exceeded benefit pay- 
ments sufficiently to permit the accumulation of over 
$9 billion in reserves.1 (See Table 1.) The artificiali- 
ties of the war and postwar period, the brevity of the 
time span covered, and the certain knowledge that 
demands upon the fund will grow increasingly larger 
undermine any conclusions about future costs from 
past experience. 


1Including interest of $.9 billion. 
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Long-range cost esti- 
mates for a program such 
as old-age and survivors’ 
insurance are difficult to 
make because of the ex- 
treme uncertainties in- Year 
volved. Benefits are avail- 


able not only tonthesin= (ose ater 


sured worker but to cer- 
tain members of his fam- 1940 


factors which must be de- j 943 


groups, by mortality rates, 
marital and parental sta- 
tus, and by expected re- 
tirement age. In addition, ° 199) 


ily. Therefore, among the WAL teiaechek mrcadecermee. 


termined. as: a basis “forva © 1944)..0 eee ceneecon mee... 
cost estimate are forecasts e462 ee ee ee 


of the population by age 1947.........-.s.2..s0smteer ae. 1,722 
Cumulative through December, 1947.1 11,387 | 10,526 861 2,027 1,772 254 9,360 


1Before 1940, data represent operation of old-age reserve account. 

*Before July, 1940, data represent transfers from appropriations. Beginning July, 1940, appropriations include all taxes collected 
under the Federal Insurance Contributions Act. Also includes in 1946 and 1947 reimbursements equivalent to additional payments 
arising from the extension of survivors insurance protection to certain veterans of World War II (Social Security Act amendments 


Table 1: Operations of Old-Age and Survivors’ Insurance Trust Fund, 


1937-1947} 
Source: Treasury Department 
In Millions of Dollars 


Receipts Expenditures 


Assets at 

E End of 

Total Be ea Interest || Total | Benefits ice Yeart 

wee 516 514 2 1 1 766 
chem 358 343 15 10 10 1,182 
tee 593 566 27 14 14 1,724 
ahs 650 607 43 62 85 26 2,031 
one 845 789 56 114 88 26 2,762 
«all 08D 1,012 72 159 131 28 3,688 
...| 1,888 1,239 88 195 166 29 4,820 
= will 422 1,316 107 238 209 29 6,005 
..-| 1,420 1,285 134 304 274 80 7,121 
want, Gl aa? 1,295 152 418 378 40 8,150 


8Before 1940, includes balance of appropriations not yet transferred to reserve account. 


assumptions must be made 
regarding wages and employment. 

_ Owing to the precariousness of forecasting costs of 
OASI, Social Security Administration actuaries have 
chosen to furnish “illustrations” instead of estimates 
—calculations of future costs if chosen sets of as- 
sumptions prevail. 

Two “illustrations” of future costs, which assume 
present coverage and benefit amounts, indicate that 
beginning somewhere between 1964 and 1970, total 
benefit payments are going to exceed 4% of covered 
payroll, the maximum rate now provided by law.’ It 
is a matter of conjecture how long after that accumu- 
lated reserves and interest on reserves will cover the 
deficit. By the year 2000, however, these actuarial 
studies indicate that benefit payments will fall be- 
tween 644% and 1012% of payrolls. The need for sup- 
plementing a 4% payroll tax at some future date is 
thus fairly certain. 


ALTERNATIVE METHODS OF FINANCING 


Put in simplest terms, the choice of the method 
of financing OASI lies between (1) a pay-as-you-go 
plan, collecting taxes each year to pay benefits for 
that year, and (2) a level premium plan, budgeting 
in such a way that the tax rate would be the same 
year by year. The first method necessitates varying 
the tax rate frequently and must ultimately call for 
very high taxes. The second method, of course, would 
mean much larger contributions initially than are 
needed for immediate benefits. It would also entail 
accumulation of these early contributions for the 
purpose of easing the future burden. Both alterna- 


Actuarial Study No. 19 and Actuarial Study No. 19 (A). Both assume 
present coverage and benefit provisions but No. 19 assumes a level 
wage and No. 19 (A) an increasing wage. Social Security Technical 
Staff, Committee on Ways and Means, House of Representatives, 
79th Congress, 1st Session, “Issues in Social Security,” 1946, pp. 
150-78. 


tives are based on the assumption that the only 
source of income is the payroll tax. 

In the opinion of the Social Security Technical 
Staff, neither of these extremes would be acceptable 
to the American people. The continual fluctuation of 
the Social Security tax schedule and the very high 
ultimate tax rates necessary under a rigid pay-as- 
you-go plan would be the chief objections to that ~ 
method. Accumulation of a huge trust fund and 
diversion of Social Security taxes to purposes foreign 
to the payment of Social Security benefits are the 
major complaints against the level premium method 
of financing.” 


INSURANCE TRUST FUND 


This latter point is worthy of special note. Rev- 
enues produced by Social Security taxes in excess of 
current needs are placed in a reserve fund in the 
Treasury. The major portion of these reserves are 
then converted into United States Government obli- 
gations—bonds, special notes and special certificates 
of indebtedness. (See Table 2.) The Social Security 
tax proceeds, like ordinary tax collections, thus be- 
come available for any type of governmental expen- 
diture. When at some future date reserves must be 
tapped to cover benefit payments in excess of cur- 
rent contributions and interest, part of the govern- 
ment securities held by the fund will have to be liqui- 
dated. The government can do this by borrowing, 

1The Social Security Technical Staff was headed by Leonard J. 
Calhoun, Commander, United States Naval Reserve. Other members 
were Rainard B. Robbins, vice president, Teachers Insurance and 
Annuity Association; John J. Corson, director of research of the 
Washington Post; Fedele F. Fauri, director, Michigan State Depart- 
ment of Social Welfare; George W. K. Grange, of the actuarial division 
of the Metropolitan Life Insurance Company; and William R. 
Curtis, chief, Administrative Standards Division, Bureau of Employ- 
ment Security, Social Security Administration. 

2Tssues in Social Security,” op. cit., pp. 116-117. 


March, 1948 


BUSINESS RECORD 125 


taxing, or issuing currency. The reserves, therefore, 
are just promises to pay in the future and the theory 
that accumulated reserves will be available for future 
use without representing a burden to anyone is mis- 
leading. The question has been raised whether it 
might be preferable to dispense with the reserves 
and supplement Social Security taxes out of gen- 
eral revenues in any year in which they fall short of 
needs.1 


APPRAISAL OF PRESENT SCHEDULE 


In its report to the House Committee on Ways 
and Means in 1946, the Social Security Technical 
Staff listed the following criteria for payroll taxes to 
support old-age and survivors’ benefits. They should: 


1. Pay a substantial part of the cost; 

2. Contemplate only scheduled changes in rate and 
these should be at regular intervals and smoothly graded; 

3. Build up only a modest contingency reserve. 


The staff added that the schedule of taxes “should 
contemplate support from general revenues when 
benefits for a particular year exceed the taxes and 
interest on reserve for that year; the excess might 
be shared by the contingency reserve and general 
revenue.” 


Table 2: Status of Old-Age and Survivors’ Insur- 
ance Trust Fund, December 31, 1947 
Source: Treasury Department 

In Millions of Dollars 


Net total of United States Government securities acquired... 9,268 
Treasury bonds: 


EN COME iccisractess slays ice 4 (ais alatoraynsofole oxs a/Btowieyeie $1,952 
PEE ATVCPICON GE. c.Seiaies io ss sigissacors “fousPoiaierepssaipicw 3s 4 
Special Treasury notes, 17% per cent............. 1,109 
Special certificates of indebtedness, 2 per cent..... 6,203 
OMNI HAIERCES dyes ts bus fuses Staatine«aiands Suctigreh adorn 92 
Moicredit of fund accotnt.....6. 26500660008 ded 18 
To credit of disbursing officer................05. 74 


The present tax schedule appears to be such a com- 
promise measure, lying somewhere between the two 
extreme alternatives of pay-as-you-go and level pre- 
miums. And, as it stands, it will eventually call for 
assistance from the general taxing power to meet 
future obligations. 


CONGRESS REVIEWS PROGRAM 


A full-dress review of old-age and survivors’ insur- 
ance financing, coverage and benefits is now under 


1The Tax Foundation, “Social Security—Its Present and Future 
Fiscal Aspects,’ June, 1944, p. 27. Lewis Meriam, “Relief and 
Social Security,”’ The Brookings Institution, 1946, p. 858. Alternative 
methods of financing OASI are discussed in detail on pp. 79-93; 
719-25; 858-58. Mr. Meriam points out that there was no unanimity 
among President Roosevelt and the members of his Committee on 
Economic Security charged with drafting the original Social Security 
legislation on questions of the advisability of a true actuarial reserve, 
the use to which the reserve funds should be put, and the desirabilit 
of having the national pena contribute from general tax fun 
to the ultimate costs of the program. 

2“Tssues in Social Security,” op. cit., p. 122. 


way by Congress. Thus far, two proposals of signfi- 
cance have been presented—the recommendations 
contained in the 1947 annual report of the Social Se- 
curity Administration and H.R. 5399, a bill intro- 
duced by Representative Robert W. Kean (Repub- 
lican, New Jersey) on February 16. Both proposals 
would broaden the coverage of OASI to virtually all 
the gainfully employed! and would increase monthly 
benefits payable. In addition, the Social Security 
Commissioner, Arthur J. Altmeyer, recommends pay- 
ing benefits during periods of extended or permanent 
total disability similar to those for old-age retire- 
ment. 

It is claimed that savings derived from extending the 
coverage will pay for the benefit liberalizations. Mr. 
Altmeyer, however, acknowledges the need at some 
future date for a government contribution in finan- 
cing his expanded program and advises the adoption 
of a long-range plan which looks toward an eventual 
tripartite division of costs among employers, em- 
ployees, and the government. “With practically com- 
plete coverage of the gainfully employed and their 
dependents,” he says, “a government contribution 
toward financing the program becomes equitable and 
appropriate.’ 

Mirram BiavnHour 
Division of Business Economics 


1At present about two out of five jobs, including self-employment, 
are not covered by OASI. 

2A. J. Altmeyer, ““Ways to Improve the Old-Age and Survivors’ 
Insurance Program,” Social Security Bulletin, December, 1947, p. 17. 
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Price Control in Canada 


UST how closely the Canadian economy is tied to 
our own was amply demonstrated when Canadian 
wheat, sold on the free market, fell from its mid- 
January peak of $3.37 to $2.75 on February 10. In 
addition to the interdependent problem of inflation, 
Canada’s economy is also plagued by a serious. short- 
age of dollar exchange. 

The problem of inflation was thought to be fairly 
well in hand on September 15, 1947, when most goods 
and services were decontrolled. Instead, Canada’s 
controls in the past few months have approached 
wartime proportions. On November 17, sweeping im- 
port controls were enacted and price ceilings on such 
food commodities as meat and butter have recently 
been announced. Directly or indirectly, price con- 
trols are today maintained on the basic commodities 
in Canada’s economy. Controls can be imposed at 
any time, moreover, without further legislation on 
any commodities unreasonably priced. The Wartime 
Prices and Trade Board is now asking Parliament to 
extend its authority to control prices for a further 
period of one year to March 31, 1949. 

By far the greatest problem in Canada today is 
her shortage of dollars. It is practically inseparable 
from the price control problem. 

Traditionally, Canada’s balance of payments to 
this country has been adverse. Before the war, a 
favorable balance of trade with the United Kingdom 
made up the deficit. Now, with the pound sterling 
not freely convertible, Canada’s exchange position is 
precarious. At the beginning of 1947, her gold hold- 
ings and United States dollar reserve totaled $1.2 
billion—two and three times as much as before the 
war. By November 13, they had dwindled to approxi- 
mately $500 million. A current account of the inter- 
national balance of payments is presented in Table 1. 

In an effort to alleviate this situation, a program 
of import controls was announced on November 17, 
1947. Under the program, production was to be ex- 
panded and exports increased. Importation of some 
products was completely prohibited and a long list 
of others was placed under quota. Buying abroad of 
certain capital goods, mainly industrial machinery, 
is to be restricted on a selective basis aimed at devel- 
oping productive facilities for export. The program 
is designed to reduce imports to one half the current 
rate from the United States and other Western Hemi- 
sphere countries, Russia and Switzerland. 

The import program had the effect of raising prices 
on the domestic market. Canned fruits and vege- 
tables are a case in point. They were placed on the 


Canada’s Aid to Other Countries, 1940-1947! 
Source: Canadian Department of External Affairs 
In Thousands of Canadian Dollars 


Australia 
War Approp. (Mutual Aid) Acts.} 91,119 
Austria 


Post-UNRRA relief............. 3,500 
Balkans 

Military relief program.......... 3,300 
Belgium 

Export Credit Insurance Act.....] ..... 
British West Indies 

War Approp. (Mutual Aid) Acts. 5,518 
China 

War Approp. (Mutual Aid) Acts.| 26,597 

Export Credit Insurance Act.....} ...-.. 
Czechoslovakia 

Export Credits Insurance Act....] ..... 
France 

War Approp. (Mutual Aid) Acts.| 23,629 

Export Credits Insurance Act....] ..... 
Greece 

War Approp. (Mutual Aid) Acts. 12 

Post-UNRRA relief............. 4,500 

wi Approp.—Gift of wheat... . . 19,382 

‘y 

Post-UNRRA relief....,........ 4,500 

Military relief program.......... 28,300 
India 


War Approp. (Mutual Aid) Acts.| 18,826 
Netherlands 

Export Credit Insurance Act.....] ..... 
Netherlands Indies 

Export Credit Insurance Act.....} ..... 
New Zealand 

War Approp. (Mutual Aid) Acts.| 15,278 
Northwest Europe 

Military relief program.......... 64,0004) 
Norway 

Export Credits Insurance Act....| ..... 
Union of Soviet Socialist Republics 

War Approp. (Mutual Aid) Acts. 

For purchase of wheat flour......} ....- 

Export Credit Insurance Act.....) ....+ 
United Kingdom 

War Approp. (U. K. Financing) 

Act; LOS2now sti: .Ciiaden ctl 1,000,000 
War Approp. (Mutual Aid) Acts. 1,870,978 
War Approp. (U. K. Financing) 

Act, 194205. sas ci. sist carga Pe dte omy 
U. K. Financing Act, 1946.......]  ..... 

Dotalicsrtwatawh ihc sera le 3,338,552 12,554,500 |2,120,609 


1Temporary advances of the War Appropriations Act have not been included in 
the data since they were short-term, recoverable advances. At Dec. 31, 1947, the only 
advance of this type outstanding was that to the Union of Soviet Socialist Republics 
which amounted to $8,815,680.52. 

2In addition to contributions made to individual countries, Canadian contributions 
to UNRRA amounted to $154,000,000. An additional $20 million n was 
made in 1947 to finance post-UNRRA relief. Of this sum besides gifts to countries 
shown, $5 million has been allocated to the international children’s emergency fund; 
$200,000 to the Canadian council for reconstruction through UNESCO; and Canada’s 
assessed share in the operational budget of the International Refugee Organization 
amounted to approximately $5,400,000. Total value of Canadian contributions under 
military relief program cannot be considered as outright gifts since a portion of the 
cost has been recovered from governments receiving supplies r the program, 

alncludes France, Belgium, Netherlands, Luxembourg, Norway, and Denmark 

bRepaid in full as of Dec. $1, 1947. 


cBalance outstanding as of Dec. $1, 1947, $$67,929,816.36. 
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“prohibited” list originally. One week later Douglas C. 
Abbott, Minister of Finance, made the following an- 
nouncement: “The government has noted with con- 
cern that marked price increases have taken place 
during the past week, particularly in some processed 
food, under circumstances which cannot be justified 
by increased costs.” Price ceilings were consequently 
reimposed on the more important varieties of canned 
fruits and vegetables. 

The over-all effect of the import program on Can- 
ada’s dollar position seems favorable, judging from 
preliminary reports. In December, the first full month 
under the program, imports from the United States 
dropped $33 million from November. Exports in- 
creased $13 million. The monthly trade deficit was 
thus reduced from $80 million in November to ap- 
proximately $34 million in December. 

The balance of trade in favor of Canada in De- 
cember was the highest since August, 1946. The 
month’s debit balance with the United States reached 
the lowest point since March, 1946. 

It would be unwise however to assume a continua- 
tion of the December level of imports, according to 
C. D. Howe, Minister of Trade and Commerce. Ab- 
normal stock piling, which undoubtedly took place in 
October and November, partly account for the reduc- 
tion in imports. Too, imports normally tend to be 
lower in December than in October or November. 
Only preliminary indications of Canada’s dollar posi- 
tion in January are available. Exports to all countries 
totaled $235.4 million—$30.9 million less than in 
December, but $26.8 million above a year ago. Ex- 
ports to the United States increased 32% over a year 
ago. On February 9, Finance Minister Abbott said: 
“While we expect to see fluctuations in reserves, [of 
United States dollars] . . . the early financial results 
of the program have been distinctly encouraging.” 


EUROPEAN RECOVERY PROGRAM 


Canada’s dollar position has been alleviated some- 
what by the Export-Import Bank loan of $300 mil- 
lion negotiated early in January. Use of the money is 
restricted to purchases of machinery and equipment, 
coal, chemical, nonmetallic minerals, raw cotton and 
certain miscellaneous items. The loan, at 242% in- 
terest, can be drawn until the end of 1948. 

But the duration and extent of Canada’s import 
and price control program hinges primarily on Con- 
gressional acceptance of the Marshall plan. President 
Truman and various Congressional committees have 
recommended to Congress that Canada’s contribution 
to the European Recovery Program take the form 
of sale of commodities to the participating countries 
at prices lower than those prevailing elsewhere. This 
has been interpreted to mean that United States dol- 
lars might be used by Great Britain, for example, to 
buy Canadian wheat at $2 a bushel. Canada’s con- 


Consumers’ Price Index 


Sources: Dominion Bureau of Statistics: Tax CONFERENCE BoarD 
Index Numbers, 1935-1939 = 100 


NOTE: DATA FOR UNITED STATES, /5TH OF MONTH; CANADA, /ST OF MONTH PRELIMINARY 
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tribution would be considered the difference between 
Canadian and world prices. This difference is esti- 
mated at $200 million annually, based on contract 
amounts in the last three quarters of 1948 at present 
price spreads. 

Canada is counting heavily on Congressional pas- 
sage of the European Recovery Program containing 
such a provision. Canada’s contract with the United 
Kingdom for bacon, beef and dairy products has been 
extended only for three months through March. The 
United Kingdom has been notified that the shortage 
of dollars is forcing Canada to demand exports or 
cash in payment, after the three-month period. 

It is generally believed that the wisest approach 
to the dollar shortage is intensive industrialization. 
The annual report of the Bank of Canada observes: 
In the last analysis recovery can only be achieved 
by increasing productivity and production or by re- 
ducing or postponing domestic spending, particularly 
for nonessential capital purposes. 

On the basis of the most recent surveys, Canadian 
business plans to spend approximately $2.7 billion in 
1948 in capital improvements, an increase of 17% 
over 1947. The government’s import restriction pro- 
gram is designed to encourage the essential features 
of the investment boom, the greatest in Canada’s 
history. 

But, in the short run, the plan tends to aggravate 
economic conditions. Import restrictions that cut 
down supply make price controls necessary. Some 
argue that price controls are in turn fairly valueless 
without export restrictions. 

Several conditions, however, make the continua- 
tion of export controls rather difficult to maintain. 
The Geneva trade agreements concluded among 
twenty-three major trading nations were designed to 
promote international trade unhampered by high 
tariffs and restrictive trade regulations. Canada’s 
agreement with the United States was effective Jan- 
uary 1, 1948, and many Canadian producers are 
receiving favorable access to our markets for the first 
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time in a generation. This has been accomplished 
through lowered tariffs and enlarged quotas. 

Although agricultural commodities have been thus 
favorably affected, farmers have been unable to take 
advantage of their new markets because of export 
restrictions. But the restrictions are necessary, it is 
argued, since it would be virtually impossible to fulfil 
the United Kingdom contracts at the low prices set, 
and likewise impossible to keep inflation in check, 
were the bans on export lifted. 

The story of the British Columbia fish industry 
is illustrative of the problem. Embargoes on the 
export of certain types of raw fish to the United 
States were lifted, and the Geneva Agreement cut 
the duty in half. A 25% duty on processed fish closes 
the United States market to the canning industry. 
Since Canadian salmon canners are getting $25 a 
case in comparison with $36 received by United 
States canners, tremendous quantities of salmon were 
shipped to United States canneries. Columbia salmon 
canners are now pleading for reimposition of the em- 
bargo on raw fish or for higher prices. But how raise 
prices when approximately 60% of the Canadian 
salmon pack is earmarked for United Kingdom export. 

The government’s course is being severely criti- 
cized, particularly by the agricultural and the meat 
interests who see a lucrative market in the United 
States, and are unable to take advantage of it. These 
opponents of the government’s program argue that 
an additional source of dollar exchange would be cre- 
ated with the lifting of the embargo. 

The cost of living in 
Canada has risen 46% 


(1926=100, see Table 2). Meanwhile, the farm prod- 
uct index in the United States rose from 130 in Janu- 
ary to 168 in December. In 1947, however, Canadian 
farm prices increased almost as fast as in this coun- 
try—13% as against 19%. 

Living costs in Canada, as represented by the 
index, have not reflected government subsidies. Some 
of the price increase therefore may now represent a 
direct cost to the consumer which he had previously 
paid in the form of taxation. In the five years ended 
1946, about $930 million was paid out for price con- 
trol. This includes $65 million annually for agricul- 
ture and $84 million annually for Wartime Prices and 
Trade Board subsidies and trading losses, and $5 
million annually for coal subsidies. 


CAUSES OF RECENT RECONTROL 


Canadian prices in January were hitting unprece- 
dented levels and on the fifteenth, the government 
announced plans for recontrol of butter and meat. 
This action was taken by the Wartime Prices and 
Trade Board under a special regulation which pro- 
vides that “no person shall sell or offer for sale or 
supply goods or services at a price which is higher 
than is reasonable and just.” 

Why was such action necessary in mid-January? 

In the case of both butter and meat, the period of 
short supply is at hand. Stocks of butter in stores 
and estimated production are expected to be 10 mil- 
lion pounds short of the amount necessary to carry 


since 1939, compared with Table 1: Canada’s Current Account of International Balance of Payments, 1947 


a 59% increase in this 
country. The greatest 
boost in living costs oc- 
curred in Canada in 1947 
and in this country in 
1946. (See chart.) Receipts 
Partial price decontrol 
in June, 1946, and com- 
plete decontrol in Novem- 
ber brought an upward 
movement in the United 
States index. Meanwhile, 
Canadian subsidies and p 
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Since then, Canadian 
prices rose steadily through 
mid-January, 1948, 
Wholesale farm prices in 
Canada rose only slightly 
more than four points in 
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Canada through to the seasonal May upturn. Butter 
prices would, without control, probably rise, it was 
argued, 10 to 20 cents beyond the new ceiling price. 

Oleomargarine production is prohibited in Canada. 
A survey of meat packers and soap manufacturers 
conducted by the Financial Post reveals that it would 
take just about two weeks for oleomargarine to make 


Table 2: Wholesale Prices, Canada and 
United States 


Sources: Dominion Bureau of Statistics; 
Bureau of Labor Statistics 


1926 = 100 
All Products Farm Products 
Date 4 
Canada United 
POCO ess cs 6: bine tron 88 155.9 6 150.7 
NOU eecten . teslet eth 95.6 8 104.9 
at aes eee 67.1 .0 51.4 
Uo: oe a 72.1 6 78.8 
Tht) le es 75.4 3 65.3 
MRO Te aso 5 Susie a: 20 82.9 6 67.7 
VOR see els deals Ss 90.0 .8 82.4 
WORSE ee ae eee et 95.6 0 105.9 
TE a oo oe eee 100.0 .9 122.6 
DRG eis ap isle sevens 102.5 mi | 123.3 
AGAR eet tase ccc ee eo 103.6 ard 128.2 
BOA sete berais seis 6.0 eisies sae 108.7 9 148.9 
MOMania ie cs ae 129.0 0 181.0 
1946 January.......... 104.6 6 129.9 
February......... 105.3 3 130.8 
INEATODE © oscs9-c:aye roc 105.6 3 133.4 
aa 108.4 ‘1 | 185.4 
Sl ri 109.0 5 | 137.5 
UPR Nec cis? s'e.p'2s 109.3 ot 140.1 
July... 109.7 .8 | 157.0 
IAMPUSE. 6... ss asics 109.3 5 161.0 
September........ 109.2 9 154.3 
Wetober..........4+, 111.0 ao 165.3 
November........ 111.6 8 169.8 
December......... 112.0 9 168.1 
1947 January.......... 114.2 4 165.0 
ebruary. ..... 0. - 118.1 6 170.4 
Sis afcal's 4. 4 6. 120.4 A 182.6 
April... 122.9 9 177.0 
ops aegis 125.3 5 | 175.7 
Tae eae 127.8 2 177.9 
a 129.1 Mut isis 
PRT Gcieha.9. 2 vans’ + 130.8 0 181.7 
September........ 133.8 4 186.4 
Mletober........ +> 139.3 9 189.7 
November........ 142.5 6 187.9 
December......... 143.5 A 196.7 
1948 January.......... 146.9 ol 199.2 


aThrough September, 1946 Bureau of Labor Statistics carried April, 1942 motor 


vehicle a te rices were reintroduced in October. At April, 1942 levels, 
the October index would have been 132.5. 
its appearance on the market. But lack of plant 
space and finishing equipment and the current world 
shortage of fats would limit large-scale production. 
Finance Minister Abbott, in announcing the return of 
butter and meat ceilings, said that “the government 
has initiated discussions with a view to securing ac- 
cess to additional supplies of butter should current 
stocks and production prove insufficient to meet es- 
sential requirements until the new season of produc- 
tion gets under way.” 

Meat is also approaching a period where cold stor- 


Table 3: Prices on the Winnipeg Market 
Source: Toronto Financial Post 


ete February 4 |February 17 ae 
May Rivet rapist +s $4.3014 | $4.16 $3.8634 | $3.6634 
MaviBarley:e-cutsaces 1.55 1.20 1.15% | 1.10 
May: Oatas..cucentee 2% 927% 8214 1734 31% 


age stocks diminish until new spring and summer 
supplies become abundant. But the reasons for short 
supply go deeper than normal supply-demand prob- 
lems. 

Upward pressures are exerted on controlled prod- 
ucts by the free forces in the economy. Thus select- 
ive control must often reach beyond its original 
boundaries. In October, ceilings and subsidies were 
removed from feed grains; with supply short of de- 
mand, prices rose from $43 to $63 a ton. Hog and 
cattle prices, however, were still maintained under 
price ceilings imposed by the United Kingdom con- 
tract. Cattle and hog raisers, seeing no relief in sight, 
began liquidating. The Ontario Federation of Agri- 
culture believes that, because of the huge liquidation 
of stock which took place, bacon and pork supplies 
may now be insufficient for the British and Canadian 
markets. The result was that meat and butter prices 
spiraled in a manner familiar to Americans. 


UNITED KINGDOM CONTRACT 

The final impetus was caused by the renewal of 
the United Kingdom Contract on a higher price basis. 
That country has always been Canada’s best cus- 
tomer for her export surplus, especially for such prod- 
ucts as bacon, eggs, wheat, flour, apples, dairy prod- 
ucts and pork products. To assure the Canadian 
farmer a market for his products, Canada has again 
negotiated a food agreement far below world prices. 

The new agreement was renewed for a year at 
prices approximately 10% higher. Wheat, beef, 
bacon, cheese and eggs are included. New prices 
were effective in January, except for wheat, which 
was increased from $1.50 to $2.00 effective July, 1948. 
And cheese, 5 cents higher per pound effective April, 
1948. 

With the announcement of the new contract, home 
prices skyrocketed. The government’s new price level 
was necessary in view of increased costs of meat pro- 
duction. And it was expected that orderly domestic 
price rises would follow. What the farmer gets in his 
“assured market,” other consumers must pay. 

But the Canadian Government believes that prices 
rose unjustifiably. Although it takes three to four 
weeks to cure bacon, it claims that no account was 
taken of this by packers. Moreover, the “overnight” 
increases in veal and lamb prices were unjustifiable 
in view of heavy storage inventories. A special price 
investigating committee of Parliament was approved 
in February to seek out hoarding and profiteering of 
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producers, wholesalers and retailers. The government 
hopes that the investigation may throw some light 
on recent price rises. 

Many Canadians feel that price control is not gen- 
erally acceptable at this time. They raise the ques- 
tion whether those persons most anxious for food con- 
trols are ready to accept the reimposition of wage 
ceilings. Union demands are being voiced louder than 
ever in view of rising prices. “There is a definite pos- 
sibility,” says Cleve Kidd, secretary of the Ontario 
Federation of Labor and research director of the CIO 
Steelworkers, “of serious strikes unless business is 
willing to grant substantial wage increases to make 
up for the fantastic increases in prices.” It is re- 
ported that not since the strikes of 1946 have unions 
“been so worked up.” 

A new element, considered favorable, has entered 
the picture in the past few weeks. When farm prices 
in the United States broke sharply, Canadian stock 


and grain prices dropped in sympathy with the move- 
ment on the Chicago market. The biggest weekly 
drop in seventeen months occurred on the Toronto 
stock exchange during the second week of February. 
Wheat on the free market (i.e., wheat sold to coun- 
tries other than the United Kingdom) fell from $3.37 
in mid-January to $2.75 by February 10. Table 3 
tells the story of the drastic drop in May rye, barley 
and oats. 

The ten-day price slide which started February 4 
has generally halted, but prices are still below the 
peaks. It is not expected, however, that Canadian 
prices can be materially affected as long as United 
Kingdom contract prices serve as a floor. With Brit- 
ish demand ahead of the surplus Canada can offer, 
the price break can mean little. 


Rosz Nawicu 
Division of Business Economics 


A Note on Cyclical Behavior 


HE break in the commodity markets in early 
February brought forth the usual quota of ex- 
planations and prognostications. Such occasions 
usually engender a wide- 
spread interest in previous 
happenings of a similar 
kind. More specifically, 
what has been the behav- 
ior of certain statistical 
series in respect to changes 
in general business activ- 
ity? October, 1860 
Twenty-nine of the nu- 
merous series which have 


Peak of Business Cycle 


been analyzed by the Na- March, 1882.................... 
tional Bureau of Economic re egrea pile see ches Banks + 5 
Research are shown in January, 1893................... 


Table 1. While this list is 
far from complete, repre- 


sentative series on prices, ee L907 IE SRS NE, BR, 5 
production, and finance Tae! ae ee ee ee Ake 
are included. August, 1918 


The data illustrate the 


: cicee .. Mage 40880 eo tee oe 
behavior of these series in October, 1926. 
relation to the peaks Of red une; OVO eek, mat ee eet: ; 

May, LOST ecg etrecm tenes 


past business cycles. They 
indicate the number of 
months by which the peaks 
of the individual series 


have preceded or followed ~~ aNo distinct turning point 


the highs reached by gen-  sporepFenrmon. 1850-04; B.L.S., 1800-1089. 


June 1898 so xcitasaetei 


eral business. Unfortunately, a number of the series 
included do not cover the periods prior to World 
War I; in some cases, analyses are not available for 


TABLE 1, PART A: CYCLICAL BEHAVIOR, SELECTED SERIES 
Lead (—) or Lag (+) in Months, at Business Cycle Peak 
Source: National Bureau of Economic Research 


United States Pig Iron Production 
Index Total Index of “All” 
Wholesale Unadjusted Adjusted Imports* Sa aen 
for Trend? for Trend? 
4% aa pe 
i eeee 
4 e+e 
m4 weee 
a: -18 AW 
+5 +2 Bo 
+10 - 42 
+2 a 2 
+1 i 
+6 2 3 
+9 +3 ig 
+4 0 0 
+5 +2 8 
me +2 ef 
rte +11 2 
+1 5 21 
+4 +6 “6 
2 0 me 
-11 -9 4 
a 2 +3 
hatha ih He 
Peaks also Peaks also | Peaks also 
reached in reached in | reached in 
vane 1a June, 1877 | Feb., 1934 
March, 1863 and Ped 
Phen Ali April, 1880 | Oct., 1989 


*Department of Commerce 
wiles Commission 
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TABLE 1, PART B: CYCLICAL BEHAVIOR, SELECTED SERIES (Continued) 
Lead (-) or Lag (+) in Months, at Business Cycle Peak 
Source: National Bureau of Economic Research 


Railroad 
of Whee U.S. Index U.S. Ind Bituminous - wea New Orders peter frcighe om 
Peatiot Business (Cycle icea | of Wholesale | of Wholesale Steel Ingot Coal Finished Steel | 0f Fabricated | Ton-Miles of Railroads 
us Buildin Prices of Farm| Prices of Production? | Production’ Products, Structural |Freight Hauled| 1907-14, 
Materialst Products? Foods! Composite? Steels otals 1916-21, 
1920-425 
aly 18904 eG oe ag 4 +1 an ae 
January, 1898........... +2 +1 +1 
December, 1895......... +7 a -15 
MIMESASOO SL os. IG L +10 -13 -13 +6 
September, 1902......... +9 -2 4 +9 
INES er eee 0 +5 +5 -5 0 +7 “8 sate pdt 
January, 1910........... +15 +2 +2 -1 +5 0 -8 +2 +2 
January, 1918*. 335.22. +3 +10 -8 -1 +9 +3 -3 +4 +4 
August, 1918. .......2... +1 a a +4 -1 -13 -l —4 4 
January, 1920........... +3 +4 +5 +7 +11 +7 +1 +1 +1 
ae CL ee -1 a -1 +2 0 -l -2 -l -1 
October, 1926........... —20 -21 -l1 -10 +5 a -12 +2 -3 
4 pinay (Oe -3 -13 -9 +1 -1 0 -3 +1 +2 
nu tied Lay Cea aa ‘ 0 Hae, 460, +3 -2 +11 -2 -5 -1 
Peak also | Peaks also | Peaks also Peaks also 
reached in | reached in | reached in reached in 
June, 1934 | Feb., 1904 | Sept., 1900 Dec., 1915 
May, 1912 | Feb., 1905 and 
Sept., 1914 Noy., 1938 
U.S. Index U.S. Index U.S. Index U.S. Index 3 
of Wholesale | of Wholesale | of Wholesale | of Wholesale Index of Crude Electric Power | Orders for 
Peak of Business Cycle Prices of Prices of _| Prices of Semi- Prices of Industrial Petroleum Production Freight 
w Nonagricultural | manufactured Finished Production® Production? | Public Utility Cars® 
Materials! Commodities! Goods! Products! Plants® 
Panvsre pols. 202509. oh Sic 
August, 1918............... od ee bi ioe -3 
SPRITE OO oy. oS are,» aren, <i « +6 +3 
1s 7 ee -3 +9 
October, 1926.............. -15 -12 
Ui oe a rr +4 
MES VaOOT 2 sy ees ets ne rae 
Peaks also 
reached in reached in reached in 
Feb., 1934 quae, 1914 Nov., 1916 
une, 1925 an 
Aug 1927 April, 1922 
uly, 1931 
and 
Feb., 1940 


Value of Total New Index of Index of 


Index of Building Per- | Bank Debits {Corporate Issues, Factory 
Peak of Business Cycle Production | Consrtoonte | _mits Outside Outside | United States, | Payrolls, | "pctory Payrolls 
of Textiles® New York City |New York City®} Canadian and 1915-22, Productat 
119 Cities! Foreign? 1919-421 
SRRREEOR LOLS SSL ec coca sletouete «<u vdavashe +9 +1 des 
August, 1918 SP ee ee eae aac -9 —20 bjt aaa +2 Aer 
MIRAE POU oy se sk sy aise arden a ers oa 2 0 —2 +6 —5 +5 +8 
EMR OCS cuir ney \ ced a ade. Seven es 0 0 a 0 4 +1 +1 
fsa bl eee ae ee ee ee +9 +8 -15 a -10 0 0 
"hs, UU Che, selene een ie tae: ba Bat Site -1 ~ a +2 —4 +2 0 
UUMLOO ire care in's\sSieis on eysie iv sie ew «Sissies 0 +1 -1 2 hit 0 a 
Peaks also | Peaks also | Peak also 
reached in | reached in | reached in 
April, 1925 | July, 1931 | July, 1941 
Aug., 1931 and 
July, 1933 | June, 1933 
Nov., 1939 
aNo distinct turning point ‘Interstate Commerce Commission *Iron Trade Review 
1B.L.S. 6Federal Reserve Board loBureau of the Census 
tIron Age TReview of Economic Statistics, Bureau of Mines UBradstreet Index 
‘Bureau of 8United States Geological Survey; Federal Power Commercial and Financial Chronicle 


Mines 
‘American Institute of Steel Construction, Inc. Commission 
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comparison with the business cycle peak reached in 
May, 1937. 

The behavior of individual series during the expan- 
sion (trough or low point to peak) and contraction 
(peak to trough) phases of the business cycle is sum- 
marized in Table 2. While a series may move upward 
and downward along with the expansion and contrac- 
tion phases of the business cycle, the lead or lag in 
months at the peak or trough may differ markedly 
with successive cycles. 

The stock market offers a good example. Move- 
ments in the stock market have characteristically 


Table 2: Summary of Movements in All Business 
Cycle Expansions and Contractions, Specified 
Series, 1854-1933 


Source: National Bureau of Economic Research 


Number of Business Cycle 
Phases 


Series In Which Series 


Con- | Fails to 
forms! | Conform? 


General Business Activity 


Ayres’ index of business activity.......... 40 . 
A. T. and T. index of business activity.... 30 ob 
Bank clearings, total.................... 26 4 
Bank clearings, outside New York City... 26 4 
Orders for Investment Goods 
Orders for locomotives................ 82 ir 
Orders for freight cars..................- 29 3 
Orders for passenger cars................ 29 3 
Plans filed for new buildings, Manhattan. . 29 5 
Production 
Railroad freight ton-miles............... 26 8 
Biguron production,,....0.- vp dec cet 80 as 
Foreign Trade 
Rotal'importss sis 83,06 eso caaete 29 5 
AL GfAl EXPOPUB Ys «testes en ees ater ae 22 12 
Indexes of Prices 

Wholesale prices, total.................. 80 10 
Wholesale prices, metals and metal products 23 2 
Wholesale prices, building materials....... 22 3 
Wholesale prices, fuel and lighting........ 21 4 
Wholesale prices, chemicals and drugs 17 8 
Wholesale prices, textiles................ 20 5 
Wholesale prices, housefurnishing goods... 17 8 
Wholesale prices, hides and leather products 18 7 
Wholesale Prices of Individual Commodities! 

Pig iron, Philadelphia. ssa 5 suis uated 36 4 
Steel billets, Pittsburgh................. 26 Q 
Slab zinc, New York City............... 26 4 
Copper, New York City................. 29 8 
Pig lead, New York City. toc.s«. > dence 25 7 
Pig'tin, New York City, (75..<.-- >» ccd 18 ll 

Money and Security Markets 
Bank clearings, New York City.......... 37 3 
Shares traded, New York Stock Exchange. 27 3 
Bonds traded, New York Stock Exch., inv. 22 4 
Index of “‘all’”” common stock prices....... Q7 4 
Index of railroad stock prices............ 33 6 
Railroad. bond yields. <3; inate nite ud amteas 26 13 
Business Failures 

Number (Dun’s), inverted............... 24 6 
Number (Bradstreet’s), inverted.......... 25 4 
Liabilities (Dun’s), inverted............. Q7 3 
Liabilities (Bradstreet’s), inverted........ 27 2 


1Rises during business cycle expansion or declines during business cycle contraction 
2Difference Lacoun the two preceding columns 


preceded changes in general business activity. The 
sixteen cycles for common stock prices between 1877 
and 1938 show an average lead of 4.8 months at the 
business cycle peak, but this lead ranges from one to 
twenty-one months.+ 

The peaks reached by the index of all wholesale 
prices have shown no distinctive pattern either to 
precede or to follow the peaks in general business. 
They have led almost as often as they have followed 
the business cycle at these turning points. The irregu- 
lar behavior of this series is further demonstrated by 
Table 2. Wholesale prices have failed to conform to 
movements in general business activity during a 
fourth of the expansion and contraction phases stud- 
ied between 1890 and 1934, 

Wholesale prices of farm products have led general 
business at the peak by as much as twenty-one 
months and have lagged by as much as ten months. 
At three business-cycle peaks—December, 1895, Au- 
gust, 1918, and May, 1923—no distinct turning points 
are discernible for this series. 

The data in Tables 1 and 2 are presented to show 
the behavior of certain series, particularly at the 
peaks, in respect to the movements in general busi- 
ness activity. However, the limitations of such data 
should be kept in mind. These limitations were 
pointed out in the Conference Board analysis of the 
stock market and the business cycle. 

“The practical applications of the bureau’s find-' 
ings are limited. Much of the analysis is tentative. 
To prognosticate on the basis of the fluctuations in 
the stock market can be extremely hazardous. . 

“The dating of the business cycle turning points is 
still approximate and subject to revisions which are 
certain to shift many of the dates now used... . 

“The determination of the peaks and troughs of 
individual series are also subject to the limitations 
mentioned. The differentiation of cyclical movements 
in the many series where erratic fluctuations are pres- 
ent is largely a subjective choice.’ 


1A discussion of the stock market and the business cycle was 
presented in The Conference Board Business Record, October, 1946, 
pp. 297-403. 


2Tbid. 
Bernarp Moss 
Division of Business Economics 


Business Bookshelf 


PAMPHLET 


Technological Stagnation in Great Britain—Summarizes 
the evidence and causes of Britain’s failure to modernize 
productive plant and methods. This reexamination is 
meant to serve as an object lesson to American industry. 
Machinery and Allied Products Institute, Chicago, Janu- 
ary, 1948. $.25. 
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Business Forecasts 


Lionel D. Edie, president, Lionel D. Edie & Co. 
(February 19)—The break in farm prices marks “a real 
break in the great postwar inflationary trend. We have 
broken that major trend. But I see no reason to expect 
—in the near future—one of those tailspins which have 
brought disaster to the economy.” National income pay- 
ments “during the first half of this year will average not 
less than 6% and not more than 9% above a year ago.” 


John N. Garver, chairman, Board of Governors, Associa- 
tion of Better Business Bureaus (February 24)—“The re- 
cent break was just a correction and didn’t symbolize any- 
thing serious. Prices had got out of line. With the pros- 
pect of good crops there probably will be a further correc- 
tion. But there is too much business ahead to be fearful of 
any major correction.” 


Jules Backman, New York University (February 10)— 
“The decline in food prices does not mark the eure 
of the long-awaited 1920-1921 type of depression. 

A severe decline in the basic commodity markets, if con- 
tinued, would have a sobering effect upon business.” 

There will be no “significant reversal of the present high 
level of business activity during the first six or eight months 
of 1948. . . . If and when some decline does take place, 
it will be moderate and of short duration.” 


N.C. Dubrow, executive secretary, Writing Paper Manu- 
facturers Association (February 23)—“The inflationary 
boom has cracked and the tumble in agricultural prices sig- 
nifies a real change in the postwar inflationary trend. This 
is not a case of ‘hard’ times coming, but ‘soft’ times are go- 
ing out.” 


L. A. McQueen, vice president, General Tire and Rubber 
Company (February 23)—“The decline of commodity prices 
means that people now can buy a hat, a pair of shoes, or 
a tire. A continued rise in commodity prices would have 
meant that only people supplying food would be doing 
business, and eventually this would have led to a general 
business collapse. This country should face 1948 optimistic- 
ally.” 


Paul S. Willis, president, Grocery Manufacturers of 
America (February 6)—The break in commodity prices is 
“a step in the right direction. Unless other cost factors, 
such as labor, offset the pressure [on manufacturers], a 
halt to the upward price movement is indicated.” 


Clifford S. Young, president, Federal Reserve Bank of 
Chicago (February 19)—“The greatest danger lies in the 
possibility that continued spectacular declines in some goods 
will have a cumulative effect upon business expectations 
generally and induce unwarranted fears and liquidations.” 


Robert P. Boylan, chairman, Board of Governors, New 
York Stock Exchange (February 13)—“It is not likely that 
commodity prices will again reach their recent highs.” 

Paul Reynaud, French economist (February 15)—Recent 
commodity break not the beginning of a 1929 crash. “I 
believe the slump in grain and other prices is purely an 


American crisis. It is a question of price readjustment.” 

Chamber of Commerce of United States (February 20)— 
“Aside from overdue price correctives, the commodity drop 
served a good purpose in that it sparked old-fashioned 
competition.” 

Senator Charles W. Tobey, New Hampshire (February 17) 
—“T think the peak of the high price range has passed. I 
think the edge is off the price problem.” 


Marcus Nadler, New York University (February 10)— 
It is as yet impossible to evaluate the commodity price 
break, but a price adjustment now would “not be very 
serious.’ 


Raymond Rodgers, New York University (February 17) 
—The current period of inflation must inevitably be fol- 
lowed by a recession. “If we can have the readjustment 
soon, it should not be too drastic or of very long duration.” 


MISCELLANEOUS 


Roy Wenalick, president, Roy Wenzlick & Co—‘We are 
at the top of a real estate boom that will slide gradually 
down to 1950 and then sink to a bottom in 1955.” The 
crack will come from a falling off of record demand. Lum- 
ber prices will drop from 20% to 30% in the not too distant 
future. 


McGraw-Hill Survey (released February 7)—“Expendi- 
tures on new plant and equipment in 1948 will not drop 
more than 8% below the record $16.1 billion of 1947. The 
chances are that the drop will be much smaller than that— 
probably not more than $300 million altogether.” All manu- 
facturing industries will decrease expenditures, according to 
the survey, by 7.6% in 1948, but the petroleum, electric 
utility and miscellaneous manufacturing industries are plan- 
ning substantial increases. 


Max H. Foley, president, New York Building Congress— 
“There is no indication that building costs will come down 
appreciably in the near future.” 

Engineering News-Record—‘“Highway expenditures by 
states for construction and maintenance in 1948 should hit 
the record total of $1.5 billion compared with $1.34 billion 
in 1947,” or a 12% increase. 


Charles E. Wilson, president, General Motors—Automo- 
bile production should equal 5 million cars in 1948 and may 
exceed that figure by 15%. 


D. C, Everest, president, Marathon Corporation—“The 
outlook [in paper and paperboard]: for 1948 seems to me 
very definitely a duplication of 1947 with demand exceed- 
ing supply in practically all divisions of the industry.” 

Fueloil and Oil Heat Institute—Oil burner replacements 
and other forms of installations in 1948 may reach 600,000 
units compared with 821,000 installed in 1947. 


Ross Nawicu 
Division of Business Economics 


Selected Business Indicators 


(Annual statistics appear in “The Economic Almanac 1948,” pages 72, 73) 


Percentage Change 


| December, January, 12 Months 


Item 
1947 to 1947 to 1946 to 
January December November October January “eres annnry 1¢ Months 
19. 1948 1947 


Industrial Production 


Total (FRB) (8)..-.2,-cceseeece 1935-39=100 ||p  192]r 192 192 190 189 0 +1.6 +9.3 
Manufacturing (FRB) (S)........ 1935-39 =100 || p 199 198 199 197 196 +0.5 +1.5 +9.4 
Durable goods (FRB) (S)....... 1935-89 = 100 227 |r 229 224 228 aa1| 0.9 42.7| +14.4 
teak cctv: crake one 000 net tons 7,463 |r 7,366 7,233 7,560 7,218 | +1.3 +3.5 +27.3 
Pig. WOMlss ssc cass selee cee cre 000 net tons 5,194 5,177 5,015 5,228 5,087 +0.3 42.1 +30.2 
Copper (refined)..........00+5 net tons 102,314 | 108,816 | 97,525 | 108,277] 96,729 / + -6.0 +5.8| +98.1f 
Lead (refined) occa sveetanitee otek net tons 51,392 49,337 51,481 50,248 45,629 | +4.2 +12.6 +41.0 
Zite: (Blab) secon cusGism chic ae net tons 71,505 70,996 69,682 71,745 72,332 +0.7 -1.1 411.7 
Glass containers.............. 000 gross n.d. 7,988 |r 8,402 9,646 9,344 -4.9b -14.5¢ -0.3 
Tamber. oa. (2 ee million bd. ft. n.a. 2,763 2,566 2,986 2,308.0 +7.76 +20.0c +7.7 
Machine tools'..............- 000 dollars e 20,933 28,873 24,566 27,545 26,542 27.5 -21.1 1.8 
Machinery (FRB)............ 1935-89=100 || p 285 |r 288 281 280 277 -1.0 +2.9 415.1 
Transportation equip. (FRB). .|| 1935-89=100 239 | r 244 234 |r 231 229 | 2.0 +4.4 0.6 
Automobiles, factory sales**.. .|} units $05,058 866,879 805,148 315,969 246,605 |} -16.9 +23.7 +65.6 
Nondurable goods (FRB) (S)....|} 1935-39 =100 176 |r 173 178 176 176 +1.7 0 +4.3 
Cotlontt aches cons otras utr bales 860,202 753,406 759,498 826,216 949,994 +14.2 -9.5 -3.0 
Wool ssrentecty vows ratlooteien ale million poun n.a. 58.4] 7 61.7 61.9 58. 4a +13.05 -0.2¢ -6.7 
HAY OU VAIN iicigice ese ciesinen million pound. 67.8 62.1 62.2 65.3 62.4 +9.2 +8.7 +9.4 
Food prod., mfd. (FRB) (S).. .|} 1935-39=100 || p 156 |r 157 156 155 161 -0.6 -8.1 +4.0 
Chemicals (FRB) (S)......... 1935-89 = 100 255 |r 255 250 248 251 0 +1.6 +6.1 
Newsprint, North American. ..|| short tons 464,929 463,704 461,448 502,874 470,841 +0.3 -1.3 +7.0 
Paper:t) gen ciucearicanineaeutie % of capacity 100.9 101.5 109.3 109.5 102.1 | -0.6 -1.2 +3.0 
Paperboard, ..«s0-s0 + « stuntaneles % of capacity 99 89 99 101 99 +11.2 0 +2.9 
Boots and shoes*.............. thous. of pairs n.a. |p 89,824 |r 87,982 46,765 39,068a +4.80 +1.9¢ -11.5 
Cigarettes (small)?............ millions 27,278 24,799 27,333 33,237 f +10.0 4.1 +4.5 
Mining (FRB) (S)...........++.: 1935-89=100 1p 155 |r 156 155 |r 155 ~0.6 +6.2 +9.8 
Bituminous coalr............. 000 net tons |} p 54,980 |r 4,798} 7r 52,689 |r 57,301 59,020 | +0.3 -6.8 +15.9 
ANthracite@: os crssck eens ease 000 net tons p 4,921 4,863 4,613 5,506 5,155 +1.2 4.5 -5.8 
Crude petroleum‘............. 000 barrels na. 5,337 5,291 5,320 4,731a +0.96 +12.8¢ +7.0 
Electric power). .iiuacecssncececes million kwh 5,333 |r 5,152 4,908 4,963 4,805 § +8.5 +11.0 +13.5 
Constriicttonecissceaecncshe seek 000 dollars 615,206 625,363 715,108 793,286 571,628  -1.6 +7.6 +3.6 
Heavy engineering—Public’........ 000 dollars 46,885 57,754 62,493 44,871 $0,211 -18.8 +55.2 +22.3 
Heavy engineering—Private’....... 000 dollars 41,506 68,092 56,096 70,147 55,983 | -89.0 ~-25.9 +0.6 
Distribution and Trade 
Carloadings, total. .............. thousand cars 177.5 788.8 874.7 950.7 812.4 -1.4 4.3 +7.7 
Carloadings, miscellaneous*........|| thousand cars 363.2 $71.9 401.4 432.0 362.0 2.3 +0.3 +7.1 
Retail trade (NICB) (S)r.......... 1935-89 = 100 n.d. $11.5 $12.0 ]r 300.9 274.7 0.26] +18.4c] +21.1 
Department store sales (S).........|| 19835-39=100 || p 283 303 301 r QTY 265 -6.6 +6.8 +7.9 
Variety store sales (S)r............ 1935-39 = 100 n.a. 240.4 214.7 207.4 212.54 +12.0b +13.1e¢ +5.8 
Rural retail trade (S).............. 1929-31 =100 n.a. 291.8 $72.5 $11.8 229. 4a -21.7b] +27.2c} +16.1 
Grocery chain store sales (S)®r..... . 1935-39 =100 n.a. 337.5 338.1 $39.5 293 . 9a —0.2b} +14.8c} 434.3 
Magazine advertising linage........ thous. of lines 3,641 8,229 4,474 4,763 3,952 +12.8 7.9 —7.2 
Commodity Prices 
All commodities (BLS)*............ 1926 =100 p 165.6 {/p 163.2}7r 159.7 158.5 141.5 +1.5 +17.0 +25.6 
Raw materials, ¢ its ner «maniacs 1926 =100 p 183.9|p 182.0 175.5 175.1 152.1 +1.0 +20.9 +23.0 
Semi-manufactured articles....... 1926=100 p 157.0 |p 157.9 156.4 154.1 138.8 -0.6 +13.1 +34.2 
Manufactured products®.......... 1926=100 p 157.6 |p 154.7}7r 152.3 161.1 136.7 +1.9 +15.3 +25.7 
Farm products: cscs. ¢ snalenaseels 1926 =100 p 199.2|p 196.7 187.9 189.7 165.0 +1.3 +20.7 +21.9 
I GGUB cera. ter oscil siete nats 1926 =100 p 179.9|p 178.4 178.0 177.8 156.2 +0.8 +15.2 +29.3 
Sensitive industrial (NICB)®........ 1929=100 165.7 172.2 173.8 168.5 146.4 -3.8 +13.2 +41.4 
Sensitive farm (NICB)®............ 1929=100 239.4 235.2 221.7 226.3 174.6 +1.8 +87.1 +31.3 
Retail: pricesins. scx caste kt 1935-89 =100 190.2 188.4 185.9 184.9 172.7 | +1.0 +10.1 +16.2 
Securities 
Total stock prices (Standard & Poor’s)|| 1985-39 = 100 120.1 122.4 123.6 125.1 125.2 | -1.9 4.1 -12.1 
Induatrisis. t..<:.ctatn so rentere 1935-89 = 100 126.0 129.2 180.3 131.1 128.5 | -2.5 -1.9 -10.7 
Railroads: iviacgsccaund thouen anaes 1935-39 = 100 106.5 103.9 100.1 104.2 114.7 | +2.5 7.1 26.3 
Utilities: iic:cnccnikee oie ie 1935-39 = 100 95.1 94.0 97.2 101.0 110.7 +1.2 -14.1 -14.4 
Total no. shares traded N.Y.Stock Ex.) thousands 27,936 $5,328 22,489 $6,481 $1,831 | -20.9 -12.2 -833.0 
Corporate bond yields (Moody’s). . .|| per cent 8.12 3.12 3.02 2.95 2.79 0 +11.8 +4.3 


Financial Indicators 
Bank debits, outside New York City" 
New capital corporate issues........ 
Refunding issues...........-..+.-- 000 dollars 
Comm., industrial and agric. loans***} million dollars 
Total personal income (8)**....... billion dollars n.a. 209.7 |r 204.2 ]}r 203.2 
Money in circulation, end of month.! million dollars 28,092 |r 28,868 28,766 28,552 


SAdjusted for season variation ‘Shipments ape ie cigarette consumption measured by tax-paid withdrawals *Excludes reconstructed government shoes included in 
data prior to 1944 ‘Average daily ‘Average weekly ‘F. W. Dodge ‘Engineering News-Record—average weekly ‘Grocery and combination chain store sales sa, Septem- 
ber, 1946, the Bureau of Labor Statistics carried motor vehicles’ prices at April, 1942, levels. In October, 1946, current prices were reintroduced. On April, 1942, levels, October, 
1947 indexes for All Commodities and Manufactured Products would have been 156.1, and 147.1; November, r157.2 and 148.4; December, 160.7 and 150.7; January, 1948, 163.1 
and 153.6 1140 centers aDecember, 1946 bPercentage change, November, 1947, to December, 1947 cPercentage change, December, 1946, to December, 1947 eEstimated / . 
duty free through December, 1946, all sources beginning January, 1947 gLess than.05% n.a.Not available pPreliminary rLong-term ch ng BR ante. ne grocery chain store f 
NICB retail trade; new capital corporate issues and refunding issues; bituminous coal; revised data available on request *Value as traffic indicator subject to variations in length of 
haul and amount loaded **New series. Automobile production data discontinued. Earlier data on factory sales available on request. Commercial, industrial and agricultural loans re- 
ported by member banks in leading cities revised to increase and improve coverage. Revised data unavailable prior to July, 1946. Total personal income seasonally adjusted at annual 
rates, replaces national income payments, Total personal income is current income received by persons from all sources, exclusive of transfers. Earlier data available on request. 
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56,351 60,295 51,002 |r 56,554 49,140 
364,849 926,168 470,278 598,948 260,909 | 

2,590 83,127 84,069 75,923 103,835 | 
14,704 |r 14,569 |r 14,154 13,432 11,478 | 


million dollars 
000 dollars 
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What Executives Say: 


Exporters Oppose License Controls 


(Summary on page 105) 


PRIMARY PRODUCERS 


Nonferrous Metals and Products: Increased Supplies 
Available 


“During the last half of 1947, foreign orders declined 
considerably owing to lack of dollar exchange. With the 
practical advent of ERP, and equivalent measures else- 
where, an appreciable improvement in orders with letters 
of credit can be expected. We feel that the recent develop- 
ments on the part of our government to control exports 
would hurt our particular company very much. Our prod- 
ucts are in free supply and they should be exempt from 
license control. Another point which is important is that 
the government should place all shipments under general 
license to countries having satisfactory import and ex- 
change controls and entering into agreements as to their 
imports of United States goods.” 


* * * 


“Foreign demand for our products continues at a fairly 
high level. Until six months ago we were obliged to de- 
cline to quote prices on a very large volume, amounting to 
several times our actual sales, but, as a result of the some- 
what lessened domestic demand during the past few months, 
we are now quoting on practically all export inquiries. 

“We most certainly do not like the government’s policy 
concerning export control, mainly because of the detail and 
consequent extra work involved. However, this does not 
worry us or our customers nearly as much as some of the 
import regulations in certain countries where we have been 
doing a volume of business. Now that we have facilities 
available, we are more actively soliciting export business 
but would not expect volume to show a very substantial in- 
crease over present levels until some change occurs to re- 
lieve the currency situation in those countries where there 
is a pent-up demand for brass and copper mill products.” 


Petroleum and Products: Heavy Foreign Demand 


“Most of the areas where we operate are showing con- 
sumption increases about double those realized in this 
country for comparable periods. We believe, except for 
some stimulus in the countries affected by the ERP, the 
rate of growth will taper off somewhat. Countries where 
we operate are generally experiencing increasing exchange 
and financial difficulties.” ) 


* * 


“While, since the end of the war, there have been greatly 
increased demands for fuel and diesel oils, we feel it is still 
too early to correctly assess future shifts in foreign demands 
for our products. The ability of the steel industry in this 
country and abroad to provide pipe for the proposed Per- 
sian Gulf-Eastern Mediterranean pipe lines, as well as for 
increased refining capacity and for new tankers, can have 
an effect on this question. In addition, the rate of re- 
habilitation of the coal industry in the United Kingdom and 
European countries may affect it and, further, political and 
strategic reasons arising out of the Palestine question can 
well have a bearing upon this subject. 

“Tt is difficult for us to understand how, in the issuance 
of export licenses, it will be possible to ignore the historical 


method of selecting exporters without seriously jeopardizing 
relationships between the United States parent and _ its 
foreign subsidiary companies, and their investments in their 
foreign shipping and marketing facilities. To ignore estab- 
lished trade organizations of this character could only have 
the end result of establishing other channels of trade and 
distribution, thus duplicating facilities already in existence. 
Such a policy could make even more difficult the already 
serious shortages of steel and equipment, and, of equal im- 
portance, create increased demands for United States dollar 


exchange.” 
* * * 


“The foreign demand for petroleum products remains 
substantially above quantities that can be made available 
and still meet full domestic requirements. I believe the 
near future outlook of such foreign demand will continue 
at a level above the available exportable quantity. To the 
best of our knowledge, there has been no important shift in 
markets since the war, as all continental Europe appears ur- 
gently in need of petroleum. This company has no plans 
for increased selling efforts abroad.” 


* * * 


“The imposition of export controls on crude oil and petro- 
leum products involves a number of interesting features. 
The paper work involved in any kind of a trade control is 
an annoyance, but in the case of petroleum export controls, 
I believe it can be dismissed as of minor significance rela- 
tive to other considerations. It is probably true that in 
short periods of time export controls on crude oil and 
petroleum products may serve to increase or decrease the 
amount of supplies in different parts of the world, as de- 
sired by the administrator of the controls. Over longer 
periods of time, however, that is a questionable conclusion. 
In a sense the world movements of petroleum can be com- 
pared to billiard balls resting in a bowl. Move one of the 
balls, and all of the other balls take a new position. So it 
is with an interference in the flow of petroleum in world 
markets. A change in the volume of exports from the 
United States, unless compensated by offsetting changes in 
supplies or demands abroad, is likely to be offset before very 
long by a compensating change in our imports. 

“There are in the world today three major producing 
centers—the United States, the Caribbean, and the Middle 
East. Other regions produce lesser amounts of crude, but 
these three areas are the major suppliers of world markets. 
Production of crude in the United States and in the Carib- 
bean is probably as high as available reserves and equip- 
ment will permit. More production can be obtained readily 
in the Middle East, as new producing and transportation 
facilities are made available. It is our feeling that the 
prompt provision of those facilities can do more to assure 
adequate supplies of petroleum products to the United 
States than an administered limitation of exports.” 


Steel Producers: Serious Delays Feared 


“The trend of foreign demand for the steel products we 
manufacture still exceeds our ability to supply, and this 
applies to practically all world markets. It is increasingly 
difficult, however, for a great many foreign countries, both 
in Latin America and in Europe, to secure adequate dollar 
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exchange, which tends to limit their imports of our prod- 
ucts. We have already experienced serious delays in the 
issuance of licenses from the OIT, causing us to lose ton- 
nage from our rolling schedules and thus reducing the al- 
ready small quotas allocated to us for export.” 


* * * 


“There has been no substantial lessening of foreign de- 
mand for our products but recent import regulations im- 
posed by foreign governments have made noticeable inroads 
in the number of orders obtained in relation to the number 
of quotations made. The severe dollar shortages prevalent 
in our normal overseas markets bring about lengthy delays 
in placing business and have a far greater effect on busi- 
ness than restrictions imposed by our own government. 
Shifts in markets will be in evidence to the extent that 
dollars are made available abroad—be it by our purchases 
for import, United States Government loans or plans 
similar to the ERP. Any regulations on business that tend 
to restrict the flow are inconvenient and unwelcome; but 
world economic and political conditions make the channel- 
ing of materials necessary and we can but hope that it 
will be administered properly.” 


eee 


“Tt seems to us that with the shortage of goods at home 
in certain categories, and the Marshall plan for Europe, 
supervision by some government agency on export licenses 
is required. Whether we like it or not, Congress has ex- 
tended to the government power to control exports. Of 
course, there will be a comparison of export prices, and 
then certain limitations. This is not an unusual demand, 
for those items that are in extreme shortage at home could 
be exported at unfair prices that would arise from specu- 
lation by some intermediate source. The ordinary dis- 
tribution of export will, no doubt, be upset by government 
trading missions, or the State Department in its various 


branches.” 
* * * 


“The government’s new export license policy will seriously 
delay, hamper and affect our relations with customers 
abroad. In.our opinion, the Department of Commerce had 
misinterpreted the intent of Congress when the Export 
Control Act was extended, thus resulting in further expan- 
sion in government control of export trade. Granting of 
licenses on lowest price basis would be unfair to us as a 
manufacturer who has advertised its products, maintained 
branches, distributors and sales agents in many countries 
of the world. The supplier of a similar product of unknown 
reputation, because of price, would be favored, with our 
consequent loss of brand names and normal channels of 
distribution. 


“Export licenses applied for on January 8 have as yet 
not been processed because the Administration lacks the 
experienced personnel to make proper decisions and handle 
the paper work required for the extended program. This 
will be further aggravated when all commodities to eastern 
and western Europe come under control, March 1, 1948. 
Through the increased activity of foreign government trad- 
ing missions, the natural result would be the disappearance 
of normal commercial export channels.” 


* * * 


“The present licensing arrangement is likely to cause us 
confusion and expense in several different ways. In the 


first place, steel must be ordered a number of months in 


advance and fabrication takes some time. So long as 
licenses are issued only for the current month, this situ- 
ation may cause great losses to someone in case licenses 
are refused. In the second place, letters of credit normally 


expire soon after shipment is originally promised. Therefore, 
a delay in shipment means renewal or possibly cancellation 
of letters of credit. These difficulties may become very im- 
portant to the fabricator of special structures which may 
not be readily resold, if at all.” 


METAL MANUFACTURES 


Automobiles and Equipment: Foreign Demand Re- 
mains High 


“There has been a continuing strong demand for our 
products in the majority of export markets. We are con- 
tinuing to increase our field forces abroad, which is only 
limited by the difficulty of securing experienced personnel 
for this type of work. There are other developments affect- 
ing our foreign sales. Prewar, we enjoyed good business 
from such markets as China, Netherlands East Indies, 
Burma and French Indo-China owing to the fact that 
American-made vehicles were more suitable to these mar- 
kets than those produced in Europe. It is highly probable 
that transportation requirements will again appear for ve- 
hicles as and when these countries reach a more stable posi- 
tion politically and financially. Certain Latin American 
countries, such as Brazil and Argentina, are also in a poor 
financial position temporarily and, when this condition re- 
turns to normal, they will again depend upon us for motor 
vehicles to maintain transportation facilities.” 


i * 


“Foreign demand for our products continues high but 
orders from almost all foreign countries are on a restricted 
basis compared with a year ago due to the reimposition of 
import and exchange controls or the tightening up of exist- | 
ing controls. Uncertainty exists also in some western 
European countries as to the inclusion or noninclusion of 
automotive parts and replacement equipment under the 
Marshall plan aid and this has caused an almost complete 
cessation of licensing. We anticipate continued heavy 
demand, with probability of improved foreign licensing and 
orders during the second quarter. We are continuing sell- 
ing efforts abroad on the 1947 scale or larger, through for- 
eign advertising and sales promotional work and through 
personal contact with distributors abroad.” 


= Ue 


“We deplore the announcement of the requirement of 
individual licenses for all shipments over $100 in value to 
European destinations and certain other requirements effec- 
tive March 1, 1948. Combined with the strict import 
licensing in effect in Europe, this additional United States 
licensing of products in free supply in this country places 
an added and unnecessary burden on exporters which will 
seriously hamper the movement of goods essential to the 
economies of the very countries we are endeavoring to help 
back on their feet. The reimposition of export controls on 
goods in free supply, even more drastic than those imposed 
during the war and with only very general explanation of 
the reasons for these controls, will place a heavy additional 
burden of paper work on exporters in addition to the delays 
which will certainly take place in carrying out this new 
licensing program.” 

* * * 

“Since the war it has been our policy to allocate 6% of 
our production for export, and the demand for our product 
continues to absorb all of the cars released under this 
policy. On a production basis we have to schedule our cars 
considerably in advance of production. We then have to 
obtain import permits and dollar exchange. In most cases 
these permits have a definite date of expiration. It is al- 
ready difficult to tie up the production schedules with the 
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import permits, the dollar allocations, steamship space, and 
the dates on which the permits expire. When an export 
permit is added to all of this, our difficulties will increase 
with no particular advantage gained. 

“We have been told that the new regulations do not add 
further restrictions on automotive products, but that the 
main purpose is to conserve raw materials which are in 
short supply. If this is true, then we can see no particular 
need for the controls on cars and trucks which will only 
add to the present complications of our export work. As 
we see it, we are faced with added complications, additional 
expense and greatly delayed shipments without justifica- 
tion or compensation.” 

* * cay 


“So far there has been no noticeable change in foreign 
market purchases of our products, although we are experi- 
encing some lull in over-all demand. This condition, of 
course, has been anticipated in view of the fact that most 
automotive suppliers released a tremendous amount of 
material in 1947, resulting in a balancing of stocks, as well 
as a certain amount of overstocking in the majority of 
export markets. It is our understanding that the powers 
that regulate these controls (OIT) consider our type of 
automotive products essential and that license applications 
covering these are likely to be approved without undue 
delay, provided, of course, that they obtain the personnel 
and the machinery to do this work efficiently. We also 
understand that prices will not be too much of a factor 
in respect to our type of products. If true, this will be 
most fortunate, as this will undoubtedly be one of the 
big stumbling blocks since they do not and will not have 
sufficient knowledge to police this work.” 


Electrical Appliances and Supplies: Shipments Slack- 
ening 


“Before the war, our export business averaged from 12% 
to 15% of our total. During 1947, it was over 20%, repre- 
senting an appreciable increase. There is no doubt that a 
very substantial part of this increased volume is brought 
about by the fact that certain of the European markets, 
notably Germany, have not been able to sell in the export 
fields. Furthermore, many of these export markets could 
not buy during the war and there is, therefore, a substan- 
tial amount of channel filling. During the past few months 
there have been definite evidences of a downward trend and 
the exercise of more caution on the part of buyers. In turn. 
we believe that considerable caution must be exercised in 
accepting orders for products, particularly where they are 
special, unless assurances are given that the dollars will be 


available.” 
* * * 


“Demand for the products of our corporation has mate- 
rially fallen off in the last four or five months so far as 
the demand from private customers is concerned. The de- 
mand from governments continues to hold up and probably 
will in the near future, although in our opinion private de- 
mand will probably not increase until the early effects 
of the European Recovery Program are felt. We have noticed 
no particular shifts in the relative importance of markets 
in recent months. All of the countries belonging to the 
sterling block placed rather severe import restrictions on 
American goods a couple of years ago, which caused a shift 
to the nonsterling markets. The demand in the nonsterling 
markets has now fallen because of the shortage of dollars, 
but we do not consider these changes as shifts in the market 
so much as shifts in the political situation.” 


ee 


“The issuing of export licenses, effective March 1, will 


unquestionably seriously delay shipments and to that ex- 
tent will retard our export business. We agree that the 
lack of official criteria for comparing relative prices pro- 
vides the licensing officer with dangerously wide discretion- 
ary powers and the future of the export merchant is un- 
questionably in grave doubt. It is quite probable that a 
larger amount of export trade will go through government 
channels than through private export channels and the in- 
crease in paper work unquestionably will still further reduce 
the already low profit margin of the exporter.” 


% U4 


“The immediate outlook is clouded only by import-ex- 
port regulations. However, while restrictions are in force 
in several countries, our distributors insist that the way 
is Opening and will be open in the near future for a reason- 
able quantity of imports. Our plans for the future are 
definitely for increased sales effort. At present our ability 
to export is limited by the allocation of our material to 
products for export trade. Until the demand for our prod- 
uct in domestic markets is more nearly satisfied, this will 
continue to be the limiting factor in our export business. 
We have plans under way for increased sales effort on our 
part, and for increased activities on the part of all of our 
distributors in these foreign markets.” 


* * * 


“We are naturally and unalterably opposed to increased 
government control of business transactions, and are fully 
aware of the delays and increased work that may be en- 
tailed. It is our belief, however, that our European business 
might increase with the passage of some form of the Mar- 
shall plan. The government’s interest and desire to see 
that ERP money is expended on worth-while things will 
result in the elimination to some extent of the dumping of 
inferior and worthless goods. It might even eliminate com- 
modities in the luxury class in the European market, utiliz- 
ing some of the dollar exchange that might be better ex- 
pended on essential items.” 


Electrical Machinery: Administration Difficulties 


“Our foreign orders have been fairly steady at slightly 
over 20% of total orders received over a period of about 
two years. Shipments have fluctuated more than this be- 
cause of many complicating factors, including financial ar- 
rangements, space, import licenses, availability of dollars and 
miscellaneous transportation difficulties. Our foreign dis- 
tributors tell us that, because of the shortage of dollar ex- 
change, the volume of orders received by us is far below 
the actual demand for our product abroad. The near-by 
outlook, therefore, is very closely tied up with the dollar 
exchange problem, and the only important shifts in our 
foreign markets appear to be associated with this same 
problem. For example, before the war England was gen- 
erally our most important foreign market, while during 
1947 she was thirteenth on the list, falling behind Sweden, 
Australia, China, India, Czechoslovakia and Switzerland, as 
well as several other countries.” 


* * * 


“In regard to the expansion of government control of 
export trade, we are very much concerned as to the effect 
this will have on further complicating an already complex 
business. Our general impression has been that any ex- 
pansion of government control means additional trouble 
and expense for us, whether or not the control serves a 
good purpose.” 

* * * 

“Tt seems reasonable that if this country is to supply 

large quantities of commodities that are needed domestic- 
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ally to foreign markets under the Marshall plan, proper 
consideration should be given to the factors involved, and 
unquestionably a measure of control is necessary. In view 
of the situation that developed before the last war con- 
cerning shipments of scrap iron and other questionable 
materials to Japan, it is reasonable for the government or 
somebody other than American corporations to exercise 
the proper discretion as to what is suitable for shipments 
abroad at any given time. How this can be accomplished, 
however, without involving us in international friction and 
ill will is difficult to see.” 

* 


* * 


“Official criteria for comparing relative prices provide the 
licensing officer with dangerously wide discretionary powers. 
It js going to be difficult if not impossible for a licensing 
officer to know what constitutes a fair profit in all the prod- 
ucts under his control. The government has assured us 
that it will not attempt to refuse licenses except in such 
cases where it is apparent that glaring abuse is being made 
as regards profits. This pricing procedure as one of the 
chief determinates for the granting of licenses was not dis- 
cussed very much during our Washington meetings inas- 
much as the government informed us it had not yet worked 
out this procedure. This very important angle has not yet 
been given proper consideration.” 


Hardware: Controls May Prove Costly 


“The recent trend for our products in foreign markets 
indicates an increasing need for American-made goods. 
During the last fifty years we have been very actively en- 
gaged in supplying foreign markets and we are presently 
faced with a situation where the demands far exceed our 
ability to supply materials. This is true largely because of 
the fact that during the entire war period we were unable to 
produce our normal lines since our entire facilities were 
converted to the war effort. The elimination of German, 
Czechoslovakian and Japanese products has placed a very 
heavy demand on American-made goods. About the only 
limiting factor is the lack of American dollars in some fields 
and our own ability to produce.” 


* * * 


“We believe the further expansion in government control 
of export trade will add substantially to the difficulties be- 
cause of its interference and delay in securing the proper 
licenses, etc., and the gradually increasing of red tape and 
paper work with which the obtaining of such licenses will 


be surrounded.” 
* * * 


“Our company does a very heavy export business, but 
we are having difficulties at the moment owing to the fact 
that we are unable to obtain export liecnses in sufficient 
volume to take care of the accumulated products which we 
have ready for shipment. We, therefore, deplore the ten- 
dency of further governmental licenses which only compli- 
cate an already difficult situation.” 


* * * 


“The foreign demand for our products is extensive. This 
is owing primarily to two factors—firstly, the destruction 
of buildings in the war-torn areas; secondly, in areas not 
devastated by war there has developed a tremendous pro- 
gram for remodeling old as well as constructing new build- 
ings of all types. Our ability to satisfy this demand is 
limited in part by the needs of the home market; and of 
equal importance is the shortage of dollars abroad with 
which to pay for our products. This has forced us to shift 
our business to those areas having available dollars.” 


“Ever since we first learned of the impending export 
license law, we have been making serious efforts to discover 
from government sources exactly how various commodities 
would be broken down and what procedures would be 
necessary in obtaining licenses. Unfortunately, we have 
met with little success. We find that the regional offices of 
the Foreign Trade Division of the Department of Commerce 
are as poorly informed on details as we are. They state 
quite frankly that they can get no information from Wash- 
ington. We have also written to Washington with no better 
results. With such a program in view, there should have 
been considerably more thinking and planning done by the 
higher-level administrative officers before the program was 
announced. They are still in no position to properly im- 
plement the vague terms of this executive order, effective 
March 1. This will, in our opinion, result in serious dislo- 
cation of our export trade for several months to come. 
It may well resound in the halls of Congress.” 


2" yal tk 


“Our plans for the future are, in general, to continue 
our efforts to hold the markets that we already have se- 
cured and to broaden our distribution pattern. We, like 
many others, are quite conscious of the ever-increasing arti- 
ficial barriers to our trade intercourse. Despite these difficul- 
ties, we hope that by intelligent planning and aggressive 
action we can trim out the dead wood in the foreign mar- 
kets, establish firmer relations with our better accounts, 
and seek out new channels of distribution. We have even 
gone so far as to investigate barter possibilities. Here again, 
however, we run squarely into government controls and 
regulations that sequester the American dollar wherever it 
can be found.” 

* * * 

“T do not think that the legitimate channels of trade 
will raise any objection whatever to a strict administra- 
tion of our export dealing with Europe from now on. This 
administration may properly concern itself with licenses 
of quantity and guarding of prices.” 


Industrial Machinery — General: 
Forecast 


Heavy Demand 


“Since the war, there has been a marked increase in 
demand not only from Europe but the world generally. 
While this situation may continue for a few years, we be- 
lieve that over a long period it will be difficult for an in- 
dustry with a high labor-cost ratio such as ours to compete 
in foreign markets, although we expect our export business 
to level off on a higher plateau than before the war.” 


* ie He 


“The recently announced export license policy will un- 
doubtedly slow down shipments to Europe temporarily 
and make the whole procedure that much more complicated. 
We believe, however, that, under the present emergency 
conditions in Europe, licenses will be forthcoming and the 
policy will not have any other effect on our European busi- 
ness.” 

* * * 

“Foreign demand has continued fairly even during the 
past several months, with no apparent signs of falling off. 
The outlook is difficult to see, but we think demand will 
continue good and from about the same markets as here- 
tofore. More active sales work abroad is planned for this 
year.” 

* * * 

“We look upon the extension of export controls with 
concern. Although our products are not yet on the con- 
trolled list, we fear they may be sometime in the future. 
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Using price as the criterion for issuing export licenses will 
likely prove a serious handicap to manufacturers who strive 
to supply quality products.” 


* a 4 


“The near-by outlook indicates that demand will be sus- 
tained; the only important shift in the markets has been 
from Europe to South America. We have been advised by 
the Office of International Trade that processing of license 
applications will be handled expeditiously, particularly in 
the field of heavy industry where our products are sold. 
Since almost all our products are designed and manufac- 
tured to customer’s specifications, we do not feel that price 
comparisons will have any bearing on granting of license 
applications. Inasmuch as our products are heavy industry 
items, we do not feel that commercial export channels will 
suffer at the expense of government trading missions; how- 
ever, there might be some concern on this score if we were 
dealing in standard commodities. There will, of course, be 
additional paper work, but we have organized to handle 
this and will not find it any serious hardship.” 


* * * 


“We have not noticed any change in foreign demand 
for our products and we remain quite optimistic as to the 
prospect of selling abroad in the near and not-too-distant 
future. Neither do we anticipate a shift in markets but, 
if and when economic conditions improve, we believe more 
markets can be added to our exports. We are certainly not 
planning to decrease our selling efforts abroad; in fact, as 
soon as the outcome of the ERP can be anticipated, we 
may decide to send somebody to Europe to reorganize our 
sales organization there. 

“We are quite sure that the license requirements will 
delay shipments, although we do not believe they will ad- 
versely affect our export shipments. We also agree with 
others that the idea of the licensing officer in Washington 
comparing relative prices is beyond the ability of most 
people who would be entrusted with such a job, and for 
this reason, if for no other, is very undesirable. As far as 
our own business is concerned, we do not see that it will 
affect us very much as our products are of such nature 
that they cannot easily be compared with others.” 


* * * 


“A slight decrease in demand for our small excavators 
has been noted recently in a few Latin American countries. 
This is probably owing to the increasing length of time for 
deliveries and to the growing shortage of dollar exchange. 
There are increased requirements in other countries in that 
area. We regard the near-by outlook as promising from the 
over-all standpoint of our entire line and expect that the 
Marshall plan will help to extend the period of good busi- 
ness not only with European countries but also with those 
countries in other parts of the world who will benefit from 
European purchases made with American dollars.” 


* * * 


“The export licensing program effective on March 1 will 
be a severe handicap as it is not likely that the Office of 
International Trade, with a hastily assembled staff of 
clerks, will be able to cope with the deluge of export license 
applications. Delays in issuance of licenses will create 
chaotic conditions in relation to manufacturing schedules 
if they interfere with letters of credit, import and exchange 
permits, etc.” 

* * * 

“While the criterion of lowest price is not applicable to 
our products, we think it is a mistaken concept, disregard- 
ing, as it apparently does, the factors of quality, perform- 


ance, service, etc. If price was the deciding factor in our 
case, we should undoubtedly be deprived of a fair share of 
export business because we do not sell on price. We do not 
believe the Office of International Trade will have adequate 
data for making price comparisons and, while we do nok 
condone black-market selling, we think the price feature 
should be eliminated in fairness to the many legitimate ex- 
porters who will be adversely affected. The paper work will 
be a most unwelcome burden.” 


* * * 


“Desirability of control of exports to countries behind 
the ‘Iron Curtain’ is not to be denied, but perhaps this re- 
quires more forthright treatment than that presently con- 
templated. With respect to exports to Marshall plan coun- 
tries, it appears possible that insufficient recognition has 
been given to the self-imposed import controls of those 
countries. One of the greatest fears of American exporters 
today is that controls will be extended to cover their ship- 
ments to other parts of the world in order to insure success 
of the Marshall plan.” 


Industrial Machinery—Specialized: Difficult To Com- 
pare Prices 


“There is a strong foreign demand for our products. 
This has prevailed for something over a year, and the 
near-by outlook is good. However, because of our inability 
to take care of domestic demand; we are not making quo- 
tations on foreign shipments except to our agents and 
domestic customers who have branch plants abroad. The 
size of our backlog would indicate that we shall not be 
looking for increased foreign business until the last of 
1948 and perhaps not then.” 


* * * 


“Our foreign demand has held up very well and, if both 
our foreign distributors and ourselves were less hampered 
by government restrictions, it would undoubtedly reach 
a much higher level than at present. Several of our large 
markets such as Australia, New Zealand and some South 
American countries have been severely limited in their 
supplies by lack of dollar exchange. As a result, the slack 
in shipments has been taken up in exports to less affected 
countries.” 

* * * 

“The latest Department of Commerce export controls, 
effective March 1, are going to be restrictive in nature, even 
though our equipment is in adequate supply to meet both 
domestic and foreign demand. Through previous experi- 
ence with the government, we seriously doubt whether the 
new controls will work smoothly. This extra red tape super- 
imposed upon various present requirements will make the 
process of export shipments almost intolerable. Overlap- 
ping government agencies all contribute in some form or 
another to hampering normal commercial relationships. The 
extra load imposed on private business people is unduly, 
burdensome. As government restrictions increase, the effect 
on providing the tools for reconstruction of foreign coun- 
tries will be exactly the opposite of what is desired. It 
seems unreasonable to expect manufacturers to aggress- 
ively seek foreign markets through the tangles of red tape 
when domestic markets are crying so loudly for their 
products.” 

* * * 

“The pace of our sales to overseas territory has slowed 
considerably. But the interest is there, and the market 
seems to have steadied. We prefer a steady market to a wild 
and uncontrolled one. Demand is at a considerably higher 
level than at the close of 1938 or 1939.” 
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“Effects upon our business of export licensing to Europe 
are unknown to us. During the war, when licensing was 
in effect, we found it to be a deterrent. However, many 
wartime restrictions were not in the best interests of trade. 
We accepted them then as a necessary evil, and since we 
can look at establishing the peace as a war on war, then 
perhaps we should accept licensing now in the same light 
that we accepted it during the war. There is no basis 
upon which government can judge the merit of a license 
by price, unless it is judging the merits of two identical 
applications for identical products to be shipped to identi- 
cal destinations under identical conditions. The chance that 
such a condition could exist at any one moment in Wash- 
ington is possible only theoretically. It could not happen in 


practice.” 
* * * 


“Trading abroad, particularly in England and on the 
Continent, is difficult, principally because we cannot trade 
in a free economy. There is no free flow of commerce as 
in prewar days. Foreign governmental exchange and other 
restrictions make trading difficult.” 


MESES ae 


“There will be delays, at least at first, in the granting 
of export licenses. We would not be surprised to see a big 
reduction in our export trade to European countries in, 
say March or April or possibly as late as May, owing 
solely to administrative difficulties in setting up a new 
bureau. Further complications may arise by reason of a 
lack of official criteria for comparing relative prices, ete. 
We do not like the idea of a licensing officer being given 
wide discretionary powers along these lines. Quite likely, 
commercial export channels may suffer as the result of 
government trading missions, but we doubt whether we 
shall be affected inasmuch as our product is machinery. 
Therefore, we do not anticipate any conflict with govern- 


ment trading missions.” 
* * 


“When any government department is ordered to pur- 
chase merchandise at the lowest price, the inferior-quality 
manufacturers supply their inferior product at a lower 
price and secure most of the business. No set of specifica- 
tions has ever prevented this. Also there is no question 
but that the enforcement of any government policy always 
causes more paper work, with a resultant higher cost to the 


ultimate user.” 
* * * 


“The dollar question has presented difficulties. It has 
caused delays in shipment, and a certain amount of diver- 
sion from one territory to another. However, products 
such as ours are high on the list of essential materials, and 
therefore most countries are able to devise ways to make 
payments in dollars. So far as we can foresee, this should 
continue for a considerable period. We hardly believe that 
the price criterion provision will seriously affect such prod- 
ucts as we produce, since our system of merchandising is 
direct to export dealers located in foreign countries in- 
stead of through third parties in the United States.” 


+“ * 


“We do not see how the Marshall program can be suc- 
cessfully consummated without some degree of control over 
scarce materials. We arrived at this conclusion even though 
we are against governmental controls of exports. But such 
controls as are now necessary should be relaxed as quickly 
as the supply position improves. Unless OIT can issue 
licenses promptly after applications are submitted, and 
unless these licenses are valid for longer than three months, 
our business will be adversely affected. However, the diffi- 


culties in connection with this program are not insurmount- 

able, and we anticipate that our export business will con- 

tinue in the future approximately as it has in the past. 
* * * 


“We can see nothing but chaos, uncertainty, additional 
cost, and violent headaches from this new regulation. Our 
equipment is not built abroad, nor in fact by anybody but 
our own company. Therefore, there is no such thing as 
price comparisons, which is supposedly one of the reasons 
for the regulations. All of our machinery is custom built to 
individual mills’ requirements. To do this, we must allow 
at least nine months from the starting of work on an order 
until its shipment. It has been stated up to this point that 
the export licenses will be good for only ninety days. This 
means that either the license will have to be renewed twice 
—and we gamble on whether or not such renewal will be 
authorized—or we shall have to risk the chance that no 
further embargoes or curtailments will be put on our ex- 
ports by the government. If our wartime experience is 
any criterion as to the service we will get in securing licenses, 
we shall probably have to keep a man on the road between 
our home office and Washington in order to expedite secur- 
ing these licenses.” 


Instruments and Controls: Licensing Seen Unneces- 
sary for Nonscarce Items 


“There is a downtrend in foreign demand now. How 
much of this is seasonal and how much is attributable to 
the dollar shortage we don’t know. However, we do feel 
that the long-run demand for our products in foreign 
countries will be revived from sheer need.” 


S48 tH aH 


“It is wholly unnecessary to impose licensing restrictions ° 
on commodities that are in long supply. Such action ap- 
pears to represent unwarranted government interference in 
private enterprise and can lead only to confusion and con- 
siderable delays in the export of equipment needed for 
European recovery. The red tape attendant on the re- 
strictions will place exports at a virtual standstill for some 


months.” 
* * * 


“Our entire European foreign trade program consists in 
negotiating with manufacturers in Britain and Switzer- 
land who would like to duplicate our products in Europe. 

* * * 


“There has been some decrease in orders since the latter 
part of 1947. We felt it when Sweden ran out of dollars and 
stopped buying. There is a need and a desire for our prod- 
ucts but dollars are scarce almost everywhere. Some sort 
of check on the way Europe spends our loaned money in 
our country is desirable and necessary. Industry itself will 
not do it. So the government must, and we must put up 
with the incidental undesirable features.” 


Machine Tools: Ninety-day License Insufficient 


“We had reasonably good exports in 1947. However, if 
something is not done to solve the dollar problem and also 
the interference of government export controls, 1948 will be 
a very poor year. The export license control program, an- 
nounced for March 1, cannot be administered properly by 
our government under present conditions and will only 
cause delays in shipments of products necessary for re- 
habilitation purposes.” 

* * 

“We do not like to see the government of this or any 

other country taking over the normal functions of exporters 
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and importers. The latter can do a much more efficient 
job and the governments should step out at the earliest 
possible moment. Another more important criticism is the 
fact that a breach of contract then becomes a political 
problem of international proportions, while if individuals 
alone are concerned the problem is much simpler and be- 
comes a matter of poor business judgment. I appreciate 
that today we are faced with extraordinary conditions. The 
purpose of the validated export licenses beginning March 1, 
1948, is not to stimulate export trade; rather it is to insure 
that the help about to be rendered Europe by this country 
will be funneled into effective channels for the rehabilita- 
tion of the sixteen countries involved. I have no quarrel 
with this philosophy. However, I shall welcome the day 
when governments get out of foreign trade. This will not 
be in the near future, not only because of the troubled 
political atmosphere in which we live but also because of 
the financial instability of most countries.” 


a Pe 


“Considerable unemployment is going to result in our 
community because of this export setup. A needless waste 
of large amounts of public funds, as well as our own funds, 
is inevitable if we are to comply with Bulletin 434. It seems 
vital that the Office of International Trade should imme- 
diately define their understanding of an actual order. We 
know that a large number of manufacturing exporters re- 
ceive orders from old friends who have no actual import 
license nor has allocation of dollar exchange. But they be- 
lieve the import license will be granted and the dollars al- 
located and the manufacturing exporter is requested by 
these old friends to put the order in hand at once so as to 
gain on the delivery time. Some manufacturers will pro- 
ceed with the production of these items for old customers. 
Other manufacturers decline to consider such assurances 
as a firm order and they await further notice from the 
customer that an import license and dollar allocation has 
been made before they consider that they have a firm order 
and proceed with production on it. 

“Tt is our understanding that licenses good for only ninety 
days are contemplated. Here again this time limit is a 
controlling factor with us as to whether we shall accept 
an order. No doubt, it is a controlling factor with the cus- 
tomer abroad as to whether he will place a firm order. 
Many products are shipped abroad where there is no possi- 
bility whatever of finishing the fabrication in ninety days 
after receipt of the specification by the American manu- 
facturer. This ninety-day term means that the American 
manufacturer cannot accept such an order and, if it is 
recognized that a substantial percentage of the total busi- 
ness of a given manufacturer is export, then serious unem- 
ployment will result because of this ninety-day term.” 


Office Equipment: 
Regulations 
“Foreign demand for our products is constantly increas- 

ing. The important shift in our markets has been from 

Europe to Latin America and South Africa. Because our 

product is difficult if not impossible to export to a consider- 

able number of countries, we have no present plans for in- 
creased selling efforts abroad nor have we any plan for 
decreasing our selling efforts.” 

* * * 


Heavy Demand Restricted by 


“The recent trend of foreign demand for our products 
has held up very well. Our chief difficulty is in our in- 
ability to take care of these requirements with reasonable 
on etn The shortage of steel is a severe handicap. 

trictions on imports by most of the Latin American 
and European countries are an obstacle to the general de- 


velopment of business, but under present conditions they 
are a good thing. They enable goods like our own that are 
not in the luxury type but are necessary for the conduct 
of business to go to these countries.” 


* * * 


“The expansion of government control means considerable 
additional paper work, but we hardly see how it can be 
avoided, at least to a certain extent, on account of the 
tremendous demand abroad for United States goods and 
the shortage of dollar exchange with which to buy the 
things they want. Government officials say the lowest 
price will not always control the granting of licenses, but 
that the quality of the goods offered, and doubtless the 
reputation of the manufacturers and shippers will be 


taken into account.” 
* * * 


“We are in continued receipt of inquiries from all over 
the world from our presently established customers and 
also from prospective customers. The greatest problem is 
the economic conditions that are restraining customers and 
prospects alike. Increased government control of exports 
is another difficulty. When we feel that the same amount 
of effort expended internally will reap greater results, we 
shall be guided by that policy. The effort to control ex- 
ports to Europe will fail unless similar controls for ship- 
ments are extended to other parts of the world. Otherwise 
South America and Africa will prove to be back alleys for 
the movement of goods to Europe.” 


* * 


“Since the war, an enormous demand for our equipment 
has been evidenced in practically every country. The short- 
age of dollar exchange has, of course, been the great limit- 
ing factor. As to Europe, we are shipping on a regular 
basis only to England, Belgium, Switzerland, and Portugal. 
Accordingly, the effects of the plan of export licensing will 
be minimized at the present time since our exports to 
Europe are already considerably curtailed. There is no 
question, however, but that any such licensing plan will 
result in further delay in the shipment of our products. 
This is particularly true in our industry where the product 
is a fairly complex and expensive piece of equipment, on 
which the shipment date cannot always be anticipated. The 
additional delay means additional investment in goods in 


transit.” 
oe @ 


“The demand for our machines from abroad had declined 
during the second half of 1947. It has now flattened out 
at this lower level and we anticipate no upward trend for 


the immediate future.” 
* * 


“We are somewhat fearful that there will be delays in 
certain instances in getting export licenses through, per- 
mitting us to make shipments. Everything will depend 
upon the staff that is to handle the great flood of license 
applications. If they are experienced, then all should go 
well. The job of taking care of these export licenses is not 
one for the inexperienced. Issuing licenses for export ship- 
ments to Europe may be only the first step in a system 
which will eventually embrace shipments to almost every 
part of the world.” 


* * * 
OTHER MANUFACTURES 
Chemicals: United States Leading World Supplier 


“Demand for our products around the world is still tre- 
mendous. Since the dollar shortage became acute about 


142 THE CONFERENCE BOARD 


March, 1948 


the middle of last year, there has been, however, a declin- 
ing trend in orders received. 


“While some measure of export control to Europe and 
surrounding territories is necessary, we are not certain that 
it necessarily has to apply to all types of commodities. 
There are a great number of products in free supply which 
are competitively priced, and which are basic raw materials 
for European industry. Control of such products means 
unnecessary delay and burdens on the part of the exporter.” 


eh Af 


“The foreign demand for our products continues to be 
substantial. Our sales department forecasts that 1948 ex- 
port business will exceed 1947 business by at least 5%. Al- 
though the demand, taken alone, fully warrants such a 
conclusion, our management feels that the shortage of 
dollar exchange may not permit such a volume of busi- 
ness. We are adopting a very conservative policy with re- 
spect to increased selling efforts abroad. We are not mak- 
ing any general increase in our selling organization beyond 
appointing distributors in a few new markets and intensi- 
fying efforts in certain other areas. We have not taken any 
important steps to decrease the activities of our present 


organization.” 
* * * 


“The new system of licensing ‘positive’ list materials on 
a price basis should be quite far-reaching, and tend to 
eliminate the activities of resellers who have obtained goods 
in short supply by offering substantial premiums. The 
manufacturer and the legitimate exporter who has an es- 
tablished source of supply and who is able to quote for 
export on the basis of domestic price plus a normal writeup 
should benefit to the extent that such producers are pre- 
pared to allocate materials ‘to export. The licensing pro- 
cedure for ‘free’ materials to countries in the R group 
should not cause any undue delay in the field of chemicals 
and allied products. We have worked very closely with 
OIT and recent discussions indicate that the applications 
for licenses for export of ‘free’ materials will be simplified 
as much as possible and applications processed much more 
promptly than is generally expected. But a substantial 
additional burden of paper work is being enforced.” 


S wtp 


“We do not visualize any important shifts in the mar- 
kets if they are left to natural forces. Export licensing 
during the war was necessary, but we believe that it will 
not prove of any advantage to our economy to resume it. 
Exchange controls and import permits in practically all 
markets of the world to which we export necessitate prepa- 
ration of pro forma invoices with c.if. destination prices. 
After preparing and mailing these pro forma invoices, it 
usually takes from one to six months before an overseas 
customer can place the order. During this time costs have 
increased, necessitating higher selling prices. So the volume 
of goods to be shipped has to be reduced as the amounts 
granted covered by the import license cannot be exceeded.” 


“The Office of International Trade in Washington will 
have to add hundreds, if not thousands, to the payroll to 
validate or refuse all the requests for export licenses. It 
will be impossible to file the export application until the 
actual order has been received as it requires showing the 
import license number on the export application. Although 
OIT has promised to expand its staff so the licenses can 
be issued in a continuous flow, doubtless there will be many 
delays. 

“Tf Washington is primarily interested in controlling the 
flow of scarce materials, we consider that this could be 


accomplished by merely having the staff of the Bureau 
of the Census carefully check the export declaration which 
every shipper must file with the steamship or rail carrier at 
time of shipment. This shows quantities, types of material 
and prices and also destination. It would be impossible to 
stop a shipment already in transit but exporters could be ad- 
vised through normal channels regarding the products that 
were not to be shipped for export. The carriers could be 
issued instructions from Washington to refuse to accept 
shippers’ export declarations covering such commodities, 
which would mean the shipment could not be made.” 


* + 


“With the advent of the new regulations effective March 1, 
it is difficult to predict just what will happen to our foreign 
trade. There is heavy demand and in some items we are 
not in a position to accept more than a few of the many 
inquiries we are receiving. The world is still knocking at 
our door for many essential materials, a condition which 
is going to continue for several years, or at least until there 
is a rehabilitation of the European chemical industry. 

“From past experience we believe that the delays in 
setting up allocations and in the issuance of licenses will 
be greatly increased. This is due to a number of reasons. 
Licenses for all commodities to be shipped to European 
destinations will tremendously increase the burden of work. 
Lack of adequate and experienced personnel will slow this 
work down. Also the increased scrutiny that is to be given 
to each application will require the discretion and judgment 
that comes only with experience, and consequently must fall 
within the province of a small group who will be tremen- 


dously overburdened.” 
es * # 


“Our experience with recent trends of foreign demand, 
for our products has indicated no great change for twelve 
to eighteen months. Demand for our products is increas- 
ing but the overseas dollar situation is constantly tight- 
ening and our customers cannot buy, in all cases, to the 
extent that they would like. This is especially true of ma- 
terials which are somewhat less vital. We must assume 
that demand will continue to increase but that the ex- 
change situation will show no improvement.” 


Co beak 


“Our company has adopted a ‘watch and wait’ attitude 
toward export licensing. It is expected that many an an- 
noying delay due to administrative difficulties in the 
OIT will be encountered and some delays can be very 
costly indeed. There is a real danger that a bureaucracy 
with dangerous control over export trade will develop. 
We are somewhat inclined to the belief that the export 
controls are pointed more directly to certain European 
countries than to others and, accordingly, dare hope that 
problems in all European countries will not be so great as 
with a selected few. The introduction of government into 
any phase of ordinary business is potentially dangerous 
and always troublesome so we anticipate a number of 


delays and annoyances.” 
Cesk 


“The criticism of any government policy on control of 
exports has come to my attention many times. I read a 
good deal of the discussions. I am inclined to think it is 
very much of a tempest in a teapot. As the exports devel- 
oped last year, it seemed quite probable that if we are to 
operate the Marshall plan with anything like maximum 
effectiveness in helping Europe, and minimum cost to our 
economy, then some more extensive control of exports is 
necessary than was the practice last year. Information 
reached us from acquaintances and correspondents abroad 
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that all sorts of fancy prices, when compared with what 
might be called ‘American prices, were charged to buyers. 
This, of course, tends to dissipate purchasing power abroad 
and, in turn, raise the cost of the Marshall plan. It might 
be argued successfully then, that some control over prices 
might be wise. 

* * * 

“No one wants to give a government administrator 
carte blanche authority to designate who shall be the re- 
cipient of an export license unless it is based on the 
broadest information and is judged on trade levels as to 
what strata of the trade the price comparison applies. The 
uproar seems somewhat premature and that certain points 
might be taken with better grace after we see how the 
program works out.” 


Paper and Products: Will Hasten Shifts in Trade 


“There has been no dropping off of the demand for Amer- 
ican-made paper in foreign markets. However, it has been 
very difficult indeed to arrange for exports to those coun- 
tries lacking sufficient dollars to pay for American im- 
ports. Unless there is a break in the price structure there 
will be a prolonged demand for American-made paper in 
most foreign countries, especially for those types of paper 
that cannot be manufactured by paper mills located in 
foreign countries.” 

* * * 

“It is probably true that the issuance of licenses will be 
delayed because of the involved process in Washington. 
During the war there was considerable delay in processing 
export license applications; it is logical to assume that the 
same delays will occur at this time. But the OIT recently 
announced that on free supply items for export to Europe 
it had devised a simplified procedure known as ‘the mul- 
tiple consignee export license.’ It remains to be seen wheth- 
er this new device will speed up processing of license ap- 
plications.” 

* * * 

“It does not seem that government missions will be given 
any preference over the export merchant or export manu- 
facturer, nor that they will enter into the picture as they 
did during the war. The bulk of the exports under ERP 
will probably be foodstuffs and fuels, which may move 
under government purchase, but manufactured goods will 
probably move under ERP through government purchas- 
ing channels, since it has been stated by official Washing- 
ton that the usual export channels will be given consider- 
ation, However, everyone interested in exporting, whether 
manufacturer or merchant, should take steps to see that 
his position is recognized either by the proper representa- 
tive in Washington, or through some other effective 
method.” 

* * * 

“Our short-term outlook is for the present level to be 
maintained. Production allocated to overseas customers 
is currently being paid for by dollars. When one market 
is short of dollars, we stand by and move production to 
another, returning to the first when the buyer has pro- 
cured dollars. So far we have not experienced a shifting 
of our markets other than this. From an industry stand- 
point there are signs of early shifting of markets with Asia 
losing ground to Western Europe, perhaps in anticipation 
of Marshall dollars. Inquiries from the paper trade of 
Western Europe are increasing. 


“Tt appears reasonable to expect that Washington will 
use discretionary powers in the form of licenses to export 
all products, commodities, and materials whether in short 
or abundant supply, directing the export flow for purposes 
other than economic. The OIT office in Washington plans 


to process licenses there, at least until they may bog down 
and streamline processing through their field offices. It is 
reasonable to assume that full scale export licensing will 
require the services of at least several hundred new clerks. 
In any event the operation will result in delays, increased 
difficulties in booking ocean cargo space, congestions at sea- 
board and increasing difficulties relative to the establish- 
ment of credits. Both the United States exporter and 
his overseas customer will have new and increasing prob- 
lems to contend with for one control begets another.” 
* * * 


“The demand by our customers abroad for our products 
continues at a satisfactory level, and in the case of wood- 
pulp and some grades of paper is beyond our ability to 
supply. However, in certain markets orders cannot be 
placed until import licenses are granted and consequently, 
shipments of some of our products are practically at a 
standstill. 

“We are opposed to the new licensing regulations, but 
feel that these controls were established as a move to 
assure the public that its interests were being safeguarded 
in administering the ERP. We are afraid that it will be 
impossible to handle the tremendous volume of licenses ef- 
ficiently and that export trade will be greatly handicapped, 
if not absolutely paralyzed, if the licensmg system breaks 
down. Competitive price criteria apply only on products 
included on the positive list and do not affect our business. 
We believe that manufacturers and export merchants op- 
erating in a normal manner should not be adversely af- 
fected by this new licensing system if it is carried out 
under the policies announced by the OIT.” 


ee, fee 


“As to our industry in general, there has been in cer- 
tain lines a considerable decrease in exports during the past 
six months. Primarily, however, this has been the result 
of action by England and Canada in forcibly curtailing 
imports due to their dollar exchange situation.” 

* * * 


“As far as the paper industry is concerned foreign trade 
has almost ceased to exist. We believe this is due to a 
combination of several factors, primarily the shortage of 
dollars in countries which have in the last several years 
been buying paper from the United States, and secondly, 
the effects of the Geneva Conference and government con- 
trols of exports.” 


Food Products: Export Planning Retarded 


“Our export trade in 1947 showed a slight increase over 
1946. The near-by outlook for increased export by private 
companies is rather uncertain. With uncertain exchange 
rates and potential retaliatory import licenses, it is diffi- 
cult to provide an adequate estimate of the future. It 
is hoped that affairs may be so handled by the govern- 
ment as to make it possible to increase selling efforts abroad. 
Currently, however, the uncertainty of licensing and ex- 
change rates makes future planning difficult.” 


(i 


“We have had a little business recently with Cuba. There 
is a strong demand for our product, but the new policy 
ties our hands and I expect the trickle we have been ship- 
ping will be reduced to a still smaller volume.” 


* * * 


“Our criticism is not necessarily of such a plan but con- 
cerns the method of administration. We believe these 
things can best be controlled by the manufacturer, who cer- 
tainly is in a better position to determine what limitations 
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should be made in shipments from this country and who 
does not intend to put himself out of business in order to 
service the foreign market. This, together with the import 
license restrictions in effect in foreign countries, controls 
the disbursement of American dollars and commodities. It 
is hoped that the program will not be a permanent pro- 
cedure, which certainly will delay the execution of ship- 
ments and entail considerable extra paper work. It may 
eventually cause foreign buyers to fulfil their requirements 
in other countries which do not support such a program.” 


te 


“In spite of a lot of talk to the contrary, there must be 
a definite world shortage in fats and oils and in order to 
have available supplies properly distributed, we agree 
that there has to be some control. The trouble with any 
further expansion in government control of export trade 
is that incompetent people or people who do not know 
the commodity are usually given the authority to issue 
licenses and regulate the flow of this commodity. We doubt 
that there are any men or women in government gifted with 
sufficient knowledge to determine what is the best price 
in such cases. If the foreigner has the money to buy and 
is satisfied with the price, we believe that he should be 
the judge and not some clerk in a Washington bureau.” 


Rubber and Products: Slowdown in Trade Feared 


“The trend of foreign demand for our products has been 
exceedingly active from all the markets of the world. The 
near-by outlook for such a demand is cloudy. 

“The ambiguity of the export license control, which goes 
into effect on March 1, is too obvious, inasmuch as already 
all those countries which will be more directly affected, 
namely the European countries, forced by their own eco- 
nomic impulses, have very strictly controlled the import 
licensing. Not only will the new policy increase the cost, 
but it will offer definite complications. Let us suppose, for 
instance, that our company receives an order from Hol- 
land, already protected by an import permit, which has a 
definite date of expiration. The execution of that order 
will have to be held in abeyance until the export license 
is obtained, and having fresh memories of the delay ex- 
perienced in the past, many many times you will find that 
the license will not be available in sufficient time to exe- 
cute the shipment within the provisions of the import 


license.” 
* * * 


“Our current experience is that the demand for our 
product in export markets is, with one or two exceptions, 
being satisfactorily sustained. There are, however, very 
definite restrictive conditions which are making it more 
and more difficult for the foreign buyer to purchase our 
products. Dollar shortages, of course, lay at the base of 
all these restrictive conditions. The failure of Britain to 
fulfil her agreement regarding the conversion of ster- 
ling balances has seriously affected the buying ability of 
those countries which are long on blocked sterling. 

“The new export control conditions which are to be made 
effective on March 1 are distasteful to all exporters be- 
cause of the delay which will be involved and because of 
the very much increased amount of paperwork necessary. 
This control will have the effect, as usual, of seriously han- 
dicapping honest legitimate exporters, while the thousands 
of ‘mushroom-growth’ export agents, which have come into 
existence in the last two or three years, will find ways to 


circumvent the controls.” 
* * * 


“The past experiences of our company with previous 
regulations of this type lead us quickly to the conclusion 


that there will be delays in the issuance of licenses and 
this will have an adverse effect upon all export sales. We 
are being deluged with letters from our foreign representa- 
tives who seem to agree that business transactions will be 
much slower after the instigation of export licenses by the 
Department of Commerce. It seems that the government 
has gone ahead with the plan without considering the ex- 
treme difficulties in administrative process. It is hardly pos- 
sible that the Department of Commerce will be able to 
obtain sufficient well-trained personnel to handle all the 
complicated decisions that will arise from such an opera- 
tion. In any case, where it is necessary to divulge prices, 
the names of customers, the type of merchandise, etc., 
the foundation has been laid for trouble and a display of 


favoritism.” 
* * * 


“I would suggest that the Department of Commerce at- 
tempt to set up a system which would permit persons in- 
terested in applying for an export license merely to bring 
their documents to a regional office of the Department of 
Commerce; have them okeyed, and then return home with 
their own documents. The government does not seem to 
intend to replace private channels of export with public 
procurement for export. However, anything can happen 
because the final legislation concerning this point has not 
yet been approved.” 
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“Export merchants under the proposed procedure will 
be pinched. It is difficult to forecast all of the complica- 
tions which may arise in attempting to export merchandise 
from the United States under such licensing procedure. 
However, it is my personal opinion that the Department 
of Commerce has acted too quickly, without considering 
some of the major repercussions which can be expected,’ 


Textiles: Some Control Seen as Necessary 


“The recent trend of foreign demand for our products 
has been good. We plan to export as long as the business 
is desirable. The further expansion of government control 
in our export trade is bound to decrease it. We had exper- 
ience during the war with export licenses which strangled 
the free market, and although the demand was there, we 


were unable to ship.” 
* * * 


“While theoretically it may seem that the distribution 
of what goods we have to send abroad could be better 
channeled through government agencies, it is my feeling 
that in the long run government controls on exports as 
well as on most other phases of business, is undesirable.” 
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“We cannot view with any favor the extension of gov- 
ernment control over exports as of March 1. Past experi- 
ence has certainly shown that however expeditiously an 
export licensing procedure may be conducted, it is still 
a cause of considerable delay and inconvenience to busi- 
ness. The new device of controlling exports on a basis 
of the lowest price is intended, we understand, to repro- 
duce as far as possible under export control the conditions 
that would prevail in a system of free competition between 
exporters. When it is remembered that this country may be 
called upon, under plans now before Congress, to contribute 
dollar exchange which foreign purchasers may use for buy- 
ing our exports, it would certainly seem proper to insert 
some safeguard to insure that the exchange is used in the 
most efficient manner possible. To this extent, the insist- 
ence upon the lowest price for licensed exports seems to 
be analogous to the requirement that government pur- 
chases be made from the lowest bidder.” 


